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CHAPTER  I 


INTRODUCTION 

Theoretical  Considerations 

This  is  a study  of  the  Tennessee  Valley  Authority 
and  the  role  it  has  played  in  the  evolution  of  public  policy 
in  the  political  process.  The  perspective  from  which  the 
study  is  made  is  that  of  administrative  theory,  if  such  the- 
ory is  understood  to  be  concerned  with  1)  describing  and  un- 
derstanding that  aspect  of  the  political  process  which  is 
identified  with  the  execution  of  public  policy,  and  2)  re- 
lating that  aspect  to  the  total  process  by  which  public  pol- 
icy is  created  and  effectuated.  The  choice  of  this  combina- 
tion of  perspective  and  object  of  focus  was  to  a great  ex- 
tent simply  a matter  of  the  tastes  of  the  present  researcher. 

It  is  not  necessary  for  the  political  scientist  to 
make  excuses  for  his  interest  in  TVA.l  The  agency  has  found 
its  way  into  almost  every  area  of  his  concern.  It  has  been 
offered  as  an  example  of  the  fruits  of  a daring  and  imagina- 
tive political  leadership;  as  the  working  proof  of  the  suc- 
cessful application  of  "sound  principles"  of  administration; 
as  a tangible  symbol  of  basic  differences  in  political 

^Throughout  this  study  the  Tennessee  Valley  Authori- 
ty will  be  referred  to  simply  as  "TVA,"  without  periods 
after  each  letter  and  without  the  definite  article  "the." 
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ideology;  as  an  example  of  the  infinite  variety  of  approaches 
to  public  regulation  of  private  activities.  Furthermore,  as 
a political  man  himself,  the  political  scientist  need  make 
no  apologies  for  an  emotional  attachment  to  TV A as  a living 
symbol  of  his  own  political  preferences  and  faith. 

When  he  researches,  writes,  and  teaches,  however, 
the  political  scientist  has  one  overriding  obligation:  that 
of  making  his  observations  meaningful  in  terms  of  what  he 
considers  to  be  the  problems  with  which  his  discipline  is 
confronted.  He  may  see  TVA  in  all  or  any  of  its  various  as- 
pects as  suggested  above;  but  if  he  chooses  to  study  it,  his 
obligation  is  to  show  it  in  those  aspects  which  he  believes 
will  contribute  to  understanding  the  significance  of  politi- 
cal phenomena,  as  he  conceives  them  to  be  significant.  Fur- 
thermore, when  he  observes  phenomena,  the  political  scien- 
tist— and  the  physical  scientist  as  well — sees  only  frag- 
ments of  reality.  He  must  rearrange  and  analyze  those  dis- 
parate fragments  in  much  the  same  way  that  a Picasso  juxta- 
poses and  superimposes  to  "recreate  a new  synthesis."  The 
artistic  analogy,  however,  might  perhaps  better  be  made  to 
the  marble  sculptor,  who  has  to  accept  the  "rigorous  disci- 
pline of  a partnership,"  for,  like  the  sculptor,  the  politi- 
cal scientist  has  a partnership  with  solid  material:  that  of 
human  beings  and  enduring  human  institutions  who  cannot  be 
"bent  around  corners  like  fluid  paint." 

This,  of  course,  raises  two  closely  related  ques- 
tions: 1)  What  kind  of  phenomena  is  the  political  scientist 
concerned  to  reveal  and  what  makes  them  "significant"  for 
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that  purpose;  and  2)  Is  the  focus  of  inquiry  chosen  the  one 
that  can  best  enable  him  to  carry  out  his  commitment? 

Despite  their  disagreements  with  some  of  his  defini- 
tions and  emphases,  most  American  political  scientists  would 
seem  to  have  clutched  to  their  bosoms  David  Easton’s  justifi- 
cation for  the  continued  existence  of  political  science  as  a 
separate  discipline, 2 and  also  to  have  accepted,  though  un- 
doubtedly with  varying  interpretations,  his  warning  that, 
unless  they  give  more  attention  to  meaningful  theorizing, 

"the  existence  of  a special  political  discipline  will  indeed 
take  a good  deal  of  explaining. ”3  Easton’s  book  was  con- 
cerned with  the  need  for  development  of  what  he  called 
"broad-gauge  or  systematic  theory,  the  conceptual  framework 
within  which  a whole  discipline  is  cast, "4  to  serve  as  a 
theoretical  model  consisting  of  theories  and  assumptions  to 
help  guide  researchers  in  selecting  the  variables  that  are 
relevant  and  significant  for  the  problems  they  are  exploring. 
As  Easton  then  attempts  to  show,  the  very  fact  that  he 
points  to  the  failure  of  political  science  to  develop  system- 
atic theory  implies  that,  contrary  to  the  contentions  of 
even  some  political  scientists,  as  well  as  of  social  scien- 
tists, there  is  such  a thing  as  a "political  system,"  which 
can  be  used  as  an  "analytical  tool  designed  to  identify 
those  integrally  related  aspects  of  concrete  social  activity 

2David  Easton,  The  Political  System  (New  York:  Alfred 
A.  Knopf,  1953). 

3lbid.,  p.  42. 

4lbid. , p.  57. 
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that  can  be  called  political. ”5  Although,  as  Easton  says, 
political  scientists  have  been  acting  on  the  premise  that  the 
political  system  is  only  a part  of  the  total  social  system, 
they  have,  nevertheless,  also  acted  on  the  premise  that  the 
phenomena  of  politics  "tend  to  cohere  and  to  be  mutually  re- 
lated" and,  "for  purposes  of  analysis  and  research,"  can  be 
"temporarily  set  apart. "6  He  then  sets  out  to  show  that 
through  the  years  political  scientists,  in  speaking  of  the 
political  system,  have  been  developing  "a  set  of  concepts 
corresponding  to  the  important  political  variables,"  and 
that,  even  though  they  have  not  always  articulated  it  as 
such,  they  have  over  the  centuries  been  trying  to  understand 
the  way  in  which  values  are  authoritatively  allocated  for  a 
society.  The  political  scientist,  therefore,  in  studying 
the  political  system  is  studying  all  those  kinds  of  activi- 
ties involved  in  the  formulation  and  execution  of  authorita- 
tive social  policy  for  a society.  When  the  concepts  of  "pol- 
icy," "authority,"  and  "society"  are  thus  related,  they  dis- 
tinguish the  system  from  that  which  other  social  scientists 
are  attempting  to  explain. 

In  this  respect,  Easton  makes  an  observation  that  is 
especially  relevant  to  the  present  study:  "The  fact  that  the 
sociologist  applies  his  skills  to  political  institutions 
does  not  in  itself  make  him  a political  scientist.  Normally 

5lbid. , p.  61. 

6Ibid..  p.  97. 
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he  is  interested  in  different  aspects  of  these  institu- 
tions, "7  He  then  refers  to  the  work  of  Chapin,  a well-known 
figure  in  sociology:  , 

He  |Chapinj  seeks  to  develop  a theory  of  institutions 
in  general  and  whatever  interest  he  shows  in  poli- 
tics must  be  referred  back  to  this  initial  task, 

What  he  definitely  does  not  seek  or  wish  to  do  is 
to  relate  these  institutions  directly  to  an  under- 
standing of  authoritative  policy. & 

When  a political  scientist  undertakes  a particular 
piece  of  research,  he  will,  therefore,  be  attempting  to  de- 
scribe and  analyze  a particular  political  situation  or  com- 
plex of  such  situations,  that  is,  the  activity  which  ’’arises 

• ' \ 

over  the  authoritative  allocation  of  values,  however  indi- 
rectly this  activity  may  be  related  to  policy, ”9  To  do  this 
he  must  be  able  to  identify  what  Easton  refers  to  as  two 

* . : -4  • i . . ' ■ 

generically  different  kinds  of  data  in  every  political  situ- 
ation as  the  determinants  which  shape  authoritative  policy. 
These  are  identified  as  the  ’’situational,”  consisting  of 
”those  determinants  which  shape  activity  in  spite  of  the 
kind  of  personalities  and  motivations  in  the  participants”;^ 
and  the  ’’psychological,”  that  is,  those  determinants  which 
shape  activity  because  of  the  kind  of  personality  that  the 
participants  bring  to  the  situation.  As  situational  ele- 
ments, he  includes  the  physical  environment,  the  non-human 
organic  environment,  and  the  social  environment  ”or  patterns 

7lbid.,  p.  145. 

Slbid. 

9lbid. . p.  189. 
lOlbid. . p.  195. 
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of  human  activity  flowing  from  social  interaction. "H  The 
latter  comprise  the  institutional  elements  in  the  situation, 
such  as  the  legal  aspects  of  government  institutions;  the 
government  or  "near  government"  institutions  themselves  and 
the  people  in  them,  such  as  the  political  parties,  adminis- 
trative bodies,  legislative  bodies,  etc.;  the  organized  so- 
cial groups  which  interact  with  the  government  institutions 
in  the  shaping  of  public  policy;  and  the  unorganized  social 
groupings  of  society,  such  as  those  characterized  by  racial, 
ethnic,  religious,  and  economic  bonds.  In  attempting  to  ex- 
plain how  social  policy  is  formulated  and  executed,  a politi- 
cal scientist  will  ignore  at  his  peril  the  fact  that  all  of 
these  are  elements  in  the  "total  structure  of  the  situation," 
even  though  he  may  be  attempting  only  to  Isolate  and  measure 
the  impact  of  one  of  these  elements.  Also,  he  cannot  ignore 
the  psychological  elements  in  the  total  situation.  The  prob- 
lem of  how  to  deal  with  this  type  of  data,  however,  is  one 
for  which  Easton  and  many  others  feel  we  do  not  yet  have 
adequate  methodological  and  technological  tools  in  the  so- 
cial sciences.  Most  political  scientists  today,  therefore, 
are  forced  to  limit  themselves  to  "situational"  data  in  po- 
litical analysis. 

As  was  made  clear  at  the  very  beginning,  the  present 
study  approaches  political  life  as  the  political  process. 
Easton  has  pointed  out  that  "in  its  essence,  the  term  po- 
litical process  refers  to  a method  of  interpreting  phenomena 
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as  much  as  to  the  phenomena  themselves. "12  Political  scien- 
tists have  used  the  term  to  express  the  idea  that  political 
life  is  primarily  group  life  and,  furthermore,  that  the  po- 
litical process  consists  of  the  interaction  of  social 
groups— governmental,  near-governmental,  and  non-governmen- 
tal; that  "policy  is  not  a final  product  but  an  aspect  of  an 
ongoing  interaction  among  the  various  elements"  involved  in 
this  process, 13  and,  therefore,  and  most  important,  that 
political  life  is  not  the  product  of  any  one  force  but  of 
multiple  causes. 

It  is  necessary  to  recognize,  however,  what  again 
Easton  has  observed  about  this  stress  on  the  group  in  the 
political  process.  In  the  first  place,  most  political  scien- 
tists have  made  no  distinction  between  organized  groups, 
such  as  government  institutions  and  interest  groups,  on  the 
one  hand,  and  unorganized  social  aggregates,  such  as  economic, 
regional,  ethnic,  or  religious  groupings  on  the  other  hand. 
Although  the  latter  have  been  recognized  and  included  within 
the  political  process,  the  tendency  has  been  to  treat  them 
together  with  organized  interest  groups  as  a single  major 
element  in  the  political  situation.  The  distinction  has 
been  between  organized  government  institutions  and  organized 
interest  groups.  Unorganized  social  groupings,  as  he  notes, 
are  not  actually  groups  in  the  strict  sense;  rather,  they 
are  "patterns  of  activity  or  relations  of  individuals  to  one 

12lbid..  p.  160. 


13lbid. 


another. "14  If  they  are  recognized  as  such,  we  can  see  that 
they  are  a separate  element  in  the  total  structure  of  the 
political  situation.  For  example,  whatever  the  patterns  of 
relationship  that  might  result  from  the  interaction  of  organ- 
ized government  institutions  and  organized  interest  groups 
in  the  shaping  of  public  policy,  it  is  obvious  that  economic 
institutions  provide  an  important  part  of  the  broad  setting 
within  which  such  groups  act  and  interact.  There  is  another 
type  of  social  grouping  which,  as  will  be  seen  later,  is  an 
important  determinant  of  social  policy  but  which  those  tak- 
ing the  group  approach  have  been  prone  to  ignore  in  their 
desire  to  break  away  from  traditional  "legal  analysis."  In 
an  effort  to  explain  policy  as  a product  of  group  pressures, 
too  often  there  has  been  a failure  to  recognize  that  the 
legal  aspect  of  structure— or  the  formal  authority— in  a 
given  situation  creates  certain  patterns  of  relationships 
between  groups  in  a political  situation  which  can  set  limits 
and  restrictions  on  their  activities  in  pursuit  of  their  own 
goals. 

A second  point  to  be  made  about  the  group  "approach" 
to  the  political  process  is  that,  even  when  the  situation 
has  been  enlarged  to  include  all  of  the  elements  of  the 
group  aspect,  it  still  refers  only  to  how  groups  respond  to 
the  structure  of  the  situation;  it  does  not  allow  for  the 
way  in  which  the  motivations  or  personalities  of  individuals 
within  the  groups  affect  the  situation.  In  tracing  the 


^Ibid. . p.  181 
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effect  of  the  interaction  of  groups  and  social  groupings  on 
social  policy,  this  approach  holds  the  "psychological"  vari- 
ables constant.  To  this  extent,  therefore,  the  group  ap- 
proach can  describe  only  one  set  of  determinants  which  shape 
policy* 

As  indicated  earlier,  the  present  study  is  concerned 
with  the  development  of  theory  about  the  "public  administra- 
tive process"  and  not  with  what  might  be  referred  to  as 
"public  management  theory."  In  concentrating  on  the  adminis- 
trative process,  it  seeks  to  bring  further  understanding  of 
the  determinants  of  the  action  of  public  administrative  agen- 
cies in  terms  of  the  concept  of  the  political  process.  This 
means  that  it  views  public  administration  as  an  ongoing 
process  in  which  public  policy  is  shaped  by  the  interaction 
of  groups,  including  the  public  agencies  themselves  with 
their  own  interests,  and  of  other  kinds  of  "social  aggre- 
gates," It  means  further  that  the  administrative  process  is 
viewed  as  merely  an  aspect  of  the  political  process,  that  it 
cannot  be  located  arbitrarily  as  to  time  and  place  in  the 
total  process  at  which  policy  is  "formally"  and  "legally" 
formulated. 

This  brings  us  to  the  second  major  methodological 
question:  whether  the  focus  of  inquiry  chosen  will  enable 
the  researcher  to  explore  the  problems  which  he  considers 
significant.  If  they  would  agree  about  nothing  else,  most  of 
those  who  have  written  about  TVA  would  agree  that  it  is  a 
unique  organization.  This,  of  course,  immediately  raises  a 
question  as  to  its  appropriateness  as  an  object  of  study 
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from  which  to  make  generalizations  about  the  administrative 
and  political  process.  At  the  same  time,  however,  no  matter 
how  much  the  many  observers  of  that  agency  have  differed 
about  what  it  is  and  what  it  represents,  most  have  commented 
on  the  fact  that  throughout  its  history  it  has  been  deeply 
involved  in  "politics."  What  they  have  meant  to  imply  by 
that  term  has  been  determined  to  a large  extent  by  whether 
they  have  been  "friend"  or  "enemy"  of  the  agency.  Some  of 
the  former  consider  that  TVA  has  been  used  as  a "political 
football,"  kicked  about  in  the  game  of  partisan  politics; 
many  of  the  latter  see  TVA  as  an  active  participant  in  the 
game,  "politicking"  for  its  own  advantage.  Implicit  in  both 
these  views  is  the  conscious  or  unconscious  recognition  of 
something  about  TVA  that  is  of  great  significance  for  the 
political  scientist:  that  TVA  has  been  caught  up  in  most  of 
the  forces  that  operate  in  and  characterize  the  political 
system  in  this  country.  In  many  ways,  therefore,  TVA’s  very 
uniqueness  offers  an  opportunity  to  see  the  operation  of 
those  forces  brought  to  focus  on  one  organization,  and  en- 
ables us  more  easily  to  Isolate  some  for  closer  examination. 

There  has  been  a further  consideration  in  the  deci- 
sion to  focus  on  TVA  for  the  present  study.  In  1949,  with 
the  publication  of  his  book  TVA  and  the  Grass  Roots  Philip 
Selznick,15  the  sociologist,  made  a contribution  which  has 
been  considered  significant  not  only  for  the  development  of 
organization  theory  in  the  social  sciences  generally  but  also 

^Philip  Selznick,  TVA  and  the  Grass  Roots  (Berkeley: 
University  of  California  Press,  1949). 
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for  its  relevance  to  the  study  of  politics  and  administra- 

r . 

tion.  In  that  study  Selznick,  viewing  TVA  as  an  adaptive 
social  structure  within  the  framework  of  structural-function- 
al analysis,  ordered  his  empirical  analysis  under  the  major 
hypothesis  that 

TVA’s  grass-roots  policy  as  doctrine  and  as  action 
must  be  understood  as  related  to  the  need  of  the 
organization  to  come  to  terms  with  certain  local 
and  national  interests;  and  that  in  actual  practice 
this  procedure  resulted  in  commitments  which  have 
restrictive  consequences  for  the  policy  and  behavior 
of  the  Authority  itself. 

He  then  set  out  to  show  how  the  particular  need  of  that  agen- 
cy to  adjust  to  its  environment  led  it  to  absorb  powerful 
agricultural  interests  of  the  region  into  its  policy-determ- 
ining structure;  and  how  the  policies  and  actions  of  the 
agency  itself  in  turn  were  altered  by  the  "unanticipated 
consequences"  of  this  "grass-roots"  approach  to  executing  its 
responsibilities . 

On  the  basis  of  his  analysis,  Selznick  found  support 
for  his  thesis  that  if 

...  democracy  as  a method  of  social  action  has  any 
single  problem,  it  is  that  of  enforcing  the  responsi- 
bility of  leadership  or  bureaucracy.  . • . The  phe- 
nomenon of  dedication  to  bureaucratic  directorates 
in  corporations  is  so  widespread  that  it  indicates  a 
fundamental  weakness  of  democracy.  For  this  trend 
has  the  consequence  of  thrusting  issues  theoretically 
decided  by  a polity  into  the  field  of  bureaucratic 

decision. lo 

Throughout  the  study  he  stressed  that  under  the  circumstances 
TVA  was  forced  at  the  very  beginning  to  make  some  adjustment 
to  its  environment;  and  he  recognized  that  leadership  of  an 
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organization  is  confronted  with  dilemmas  of  action  in  meeting 
the  internal  needs  of  organization  and  at  the  same  time  in 
making  decisions  as  to  how  policies  shall  be  put  into  force. 
Nevertheless,  he  left  no  doubt  in  his  analysis  that  the  meth- 
od which  TVA  followed  in  making  this  adjustment,  namely, 
that  of  cooptation,  was  a matter  of  discretionary  decision 
on  the  part  of  TVA  leaders,  and  was  dictated  by  their  own 
needs  as  bureaucratic  leaders  rather  than  by  the  goals  of 
the  agency* s initiators.  Because,  according  to  his  analysis, 
the  effect  of  one  of  these  methods  of  cooptation  was  to 
change  the  character  and  goals  of  the  agency  as  they  had 
been  conceived  by  the  founders  of  the  agency,  he  could, 
therefore,  conclude  that  the  TVA  experience  bore  out  his 
contention  about  the  dangers  of  bureaucratic  organization. 

The  empirical  basis  for  Selznick’s  study  was  the  TVA 
of  the  1940* s.  As  a matter  of  fact,  although  the  book  was 
published  in  1949*  the  field  research  was  conducted  during 
the  period  1942-43*  Even  the  most  casual  observer  was  aware 
that  during  the  decade  since  Selznick  made  his  study  new  in- 
fluencing forces  had  emerged  and  others  had  diminished  in 
the  national  and  regional  milieus,  and  that  TVA  had  under- 
gone some  changes  in  character  and  policies.  For  example, 
it  has  been  said  that  TVA  has  ceased  to  be  a multiple-purpose 

« 1 

agency,  that  it  has  become  almost  exclusively  a public  power 
producer.  Too,  the  decline  in  importance  of  agriculture  and 
the  growing  industrialization  of  the  region  have  obviously 
followed  to  some  extent  the  nation-wide  trend  since  World 
War  II.  Further,  it  appeared  that  pressures  from  nationally- 
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organized  business  interests  against  expansion  of  public  pow- 
er have  increased  in  intensity,  reaching  their  zenith  in  the 
Dixon-Yates  case,  which  deeply  involved  TVA.  The  Dixon-Yates 
case  had  added  relevance  in  that  it  suggested  the  possibility 
of  a significant  administrative-constitutency  relationship 
between  TVA  and  municipal  governments  in  the  region.  In  ad- 
dition, there  has  been  since  World  War  II  a steady  extension 
and  tightening  of  control  by  the  Bureau  of  the  Budget  over 
both  program  and  administration  of  all  federal  executive 
agencies,  a fact  which  could  have  important  consequences  for 
TVA  in  its  relationship  to  other  parts  of  the  federal  gov- 
ernment and  in  its  administrative  discretion. 

Most  significant  of  all,  perhaps,  was  a change  in 
national  political  control,  with  a Republican  president  open- 
ly hostile  to  TVA,  under  whose  administration  legislation 
was  passed  requiring  TVA  to  finance  further  power  revenue 
bonds  and  limiting  the  area  in  which  TVA  power  may  be  sold, 
and  who  appointed  to  the  TVA  Board  persons  avowedly  critical 
of  public  power. 

A number  of  studies  have  been  made  of  various  as- 
pects of  the  TVA  program  and  administration  since  Selznick's 
work,  but  none  had  attempted  to  apply  his  approach  to  the 
TVA  of  the  1950's  to  investigate  these  forces  and  determine 
the  nature  and  effect  of  TVA's  adjustment  to  them.  The 
present  study  was  undertaken  originally  within  that  frame- 
work. The  preliminary  research  indicated  that  it  was  possi- 
ble to  secure  data  and  so  arrange  it  as  to  interpret  the 
more  recent  TVA  experience  in  Selznick's  terms,  although 
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there  was  indication  that  some  change  was  called  for  in  his 
definitions  relating  to  the  concept  of  '’cooptation.”  At  the 
same  time,  however,  the  present  researcher  became  increasing- 
ly aware  that  whatever  might  be  added  by  this  approach  to 
the  development  of  pure  organization  theory  was  made  at  the 
sacrifice  of  explaining  what  the  researcher  as  a student  of 
political  science  deemed  to  be  the  implications  of  TVA  ex- 
perience for  understanding  the  functioning  of  the  political 
process.  This  led  to  a more  searching  re-examination  of  not 
only  the  methodology  and  analysis  of  Selznick’s  study,  but 
also  to  the  nature  of  many  of  the  methodological  tools  which 
political  science  has  borrowed  from  other  disciplines,  es- 
pecially sociology.  A new  framework  was  then  developed  for 
approaching  the  study  of  TVA  and  for  analyzing  and  interpret- 
ing certain  aspects  of  its  whole  history. 

Outline  of  the  Present  Study 

* 

The  present  study,  therefore,  has  assumed  a dual 
purpose.  First,  it  attempts  to  show  that  the  political 
scientist  and  sociologist  are  seeking  to  explain  different 
aspects  of  social  phenomena;  that  the  methodological  tools 
of  sociology  can  reveal  important  dimensions  of  the  politi- 
cal system;  but  that  they  are  inadequate  to  explore  some  of 
the  essential  elements  in  the  political  process.  For  this 
purpose,  Selznick's  study  will  be  subjected  to  a critical 
examination  both  as  to  its  methodology  and  interpretation  of 
the  data  (Chapters  II  and  III).  That  examination  will  sug- 
gest that,  although  his  analysis  revealed  one  significant 
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aspect  of  TVA’s  behavior  in  the  shaping  of  public  policy, 
its  "sociological  directives"  made  it  inadequate  as  an  ex- 
planation of  the  meaning  of  "the  TVA  experience"  for  the  stu- 
dent of  political  science. 

The  second  purpose  of  the  present  study  is  to  offer 
an  hypothesis  (end  of  Chapter  III)  and  an  analysis  (Chapters 
IV,  V,  and  VI)  of  certain  aspects  of  the  "TVA  experience" 
which  will  suggest  a different  conclusion  from  that  of  Selz- 
nick  as  to  what  is  the  central  problem  of  democracy  (Chap- 
ter VII). 

Research  Techniques 

Although  the  present  study  has  relied  to  a great  ex- 
tent upon  the  vast  body  of  published  work  on  TVA,  much  of 
the  data  was  obtained  from  the  "soft  method"  of  field  study 
conducted  in  the  TVA  region  during  the  Summer  and  part  of 
the  Fall  and  Winter  of  I960.  As  noted  earlier,  it  was  under- 
taken with  a preconceived  design  for  study,  although  that  de- 
sign was  reformulated  in  the  field. 

Most  of  the  techniques  and  means  usually  employed 
for  getting  data  in  field  studies  were  used  in  this  study. 
Some  documents  and  other  internal  data  of  TVA  and  other 
groups  in  the  region  were  examined,  and,  because  many  of 
these  data  were  not  of  the  scaled  or  measurable  type,  they 
had  to  be  used  impressionistically,  and  were,  therefore,  sub- 
ject to  the  researcher’s  interpretation.  In  addition,  open- 
end  interviews  were  held  with  selected  key  personnel  of  TVA, 
including  all  members  of  the  board  of  directors  andTa  former 
director,  in  Knoxville  and  Chattanooga,  Tennessee,  and  in 
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Wilson  Dam,  Alabama,  and  also  with  representatives  of  se- 
lected organizations  in  those  areas  and  in  other  parts  of  the 
region.  The  latter  Included  officials  of  chambers  of  com- 
merce, local  governments,  development  agencies,  and  power 
distributors.  The  interviews  were  so  designed  as  to  provide 
a maximum  of  cross-checking  of  interpretations  given  by  in- 
terviewees. The  uncontrolled  sources  of  error  which  are 
present  in  the  interview  method  due  to  perceptual  slant,  re- 
luctance to  communicate,  and  inability  to  communicate  on  the 
part  of  the  interviewer  as  well  as  the  interviewees  must  be 
admitted. 


CHAPTER  II 


SELZNICK ’S  STUDY  OF  TV A 

General  Intellectual  and  Methodological 
Background 

As  Selznick  indicates  in  the  subtitle  of  his  book, 

TV A and  the  Grass  Roots  is  a study  in  the  sociology  of  for- 
mal organizations.  In  his  concentration  on  large-scale  bu- 
reaucratic organizations  as  a sociological  unit  for  study, 
Selznick  comes  out  of  the  intellectual  tradition  which  in- 
cludes Marx  and  Tocqueville  as  well  as  Max  Weber  and  Robert 
Michels.  Seymour  Lipset  has  pointed  out  that,  although 
these  two  sets  of  writers  emphasized  different  aspects  of 
bureaucratic  society,  their  basic  concerns  were  related  to 
the  dual  problems  of  bureaucracy  as  both  an  integrative  and 
disruptive  force  in  democratic  society. 1 Insofar  as  he  is 
concerned  with  identifying  and  describing  the  dominant  char- 
acteristics of  what  has  been  called  "bureaucracy, " and  with 
perceiving  it  as  a social  structure  each  of  whose  elements 
contributes  to  its  persistence  and  effective  operation, 
Selznick  may  be  regarded  as  a successor  to  Max  Weber.  Also, 
Selznick’ s bureaucratic  model,  like  Weber’s,  is  an  ’’ideal 
type,"  in  the  sense  that  it  is  methodological  concept  which 

lSeymour  Martin  Lipset,  Political  Man  {Garden  City, 
N.  Y.:  Doubleday  and  Co.,  Inc.,  I960),  p.  28. 


17 


18 

does  not  necessarily  represent  any  average  actual  bureauc- 
racy, but  rather  is  a pure  type— an  analytic  scheme  whereby 
actual  organizations  can  be  analyzed  for  their  prevailing  bu- 
reaucratic tendencies. 

In  two  important  respects,  however,  Selznick’s  work 
is  in  the  tradition  of  Robert  Michels  rather  than  of  Max 
Weber.  In  the  first  place,  Selznick  rejected  Weber’s  ’’ra- 
tional” model  conception  of  the  organization  for  the  ’’natu- 
ral system”  model  which  had  been  carried  forward  from  Comte 
to  Michels. 2 Essentially,  the  rational  model  views  the  or- 
ganization as  a "machine,”  whose  parts  can  be  manipulated  for 
the  more  efficient  achievement  of  the  professed  goals  of  the 
organization.  The  emphasis,  therefore,  is  on  the  formal  and 
legally  prescribed  structures  of  the  organization,  which  are 
deliberately  established  to  achieve  the  goals  of  the  group. 
Organizational  behavior  is  seen  as  rational  behavior,  "with 
a deliberate  orientation  to  an  expressly  codified  legal  ap- 
paratus.’^ Because  it  is  rational,  this  behavior  can  be  made 
to  conform  to  the  long-range  professed  purposes  of  those  who 
created  it. 

The  natural-system  model,  on  the  other  hand,  con- 
ceives of  the  organization  as  a total  system  of  interdepend- 
ent parts  with  diverse  needs,  of  which  the  goals  of  the 

2The  discussion  which  follows  on  the  differences  be- 
tween these  two  approaches  draws  upon  Alvin  W.  Gouldner,  "Or- 
ganizational Analysis,"  Sociology  Today:  Problems  and  Pros- 
pects, ed.  by  R.  K.  Merton,  L.  Broom,  and  L,  8.  Cottrell, 

Jr.  (New  York:  Basic  Books,  Inc.,  1959),  pp.  400-427. 

3lbid. . p.  404. 
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whole  system  constitute  only  one  such  need.  The  organiza- 
tion constantly  seeks  to  survive  and  maintain  an  equilibrium, 
and  because  of  this  the  needs  and  survival  of  the  organiza- 
tion tend  to  become  ends  in  themselves,  sometimes  at  the  ex- 
pense and  neglect  of  the  stated  goals  of  the  organization. 

The  very  dynamics  of  the  process  tends  to  create  new  goals 
which  may  supplant  those  of  the  organizations  creators. 

This  model  directs  one’s  attention  to  the  spontaneous  and 
informal  structure  of  an  organization.  When  problems  arise, 
they  are  responded  to  self -defensively  and  in  terms  of  their 
significance  for  internal  relationships  and  values.  The 
long-range  evolution  of  an  organization,  therefore,  will  con- 
form to  its  own  "natural  history”  rather  than  to  the  plans 
of  its  creators,  and  attempts  to  control  or  modify  any  part 
of  it  can  have  ramifying  effects  on  the  whole  organization. 

Although,  as  Gouldner  has  observed,  few  modern 
sociologists  would  rely  completely  upon  either  of  these  two 
pure  or  "ideal"  types  of  model,  some  tend  to  stress  one  type 
more  than  the  other  in  their  study  of  organizations. 4 

In  commenting  on  the  relative  strengths  and  weak- 
nesses of  the  two  models,  Gouldner  noted  that  the  natural- 
system  model  "tends  to  take  as  given  rather  than  as  problem- 
atic such  distinctive  features  of  the  modern  organization  as 
its  complex  division  of  labor,  its  legally  formalized  codes 
(emphasis  added],  its  reliance  upon  professional  and  technical 
experts,  its  utilization  of  systematic  bodies  of  knowledge. 


4lbid. , p.  406. 
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and  its  rationalistic  orientation.” 5 The  natural-system 
opened  up  a whole  world  of  behavior  by  focusing  on  the  spon- 
taneous and  informal  "patterns  of  belief  and  interaction^ 
in  the  organization;  it  thereby  directed  attention  to  the  way 
in  which  organizational  behavior  is  affected  by  nonrational 
norms  and  to  the  forces  which  can  subvert  the  formal  ends  of 
the  organization  to  narrower  interests. 

Theorists  who  use  this  model  have  typically  empha- 
sized the  inherent  vulnerability  of  rationally 
planned  action,  particularly  action  directed  toward 
what  might  be  termed  "liberal”  goals.  From  its 
Comteian  inceptions,  the  natural-system  model  has 
been  infused  with  a conservative  and  antiliberal 
metaphysical  pathos.  In  Michels’  work  this  was  ex- 
pressed by  an  emphasis  on  the  organizational  con- 
straints that  inherently  thwart  democratic  aspira- 
tions. But  characteristically,  the  natural  system 
theorists  have  tended  to  neglect  study  of  the  or- 
ganizational constraints  that  conduce  to  the  reali- 
zation of  democratic  values.  It  is  only  recently 
that  this  line  of  analysis  has  been  systematically 
developed  by  such  organizational  analysts  as  Lipset, 

Trow,  and  Coleman. 7 

The  implications  of  using  the  natural-system  model  in 
analyzing  organizations  were  made  clear  by  Selznick  in  a 
journal  article  published  in  1943 » apparently  while  research 
on  his  TV A study  was  in  progress. £ In  that  article  he  indi- 
cated his  intention  of  seeking  to  support  Michels’  thesis 
that  democracy  leads  inevitably  to  oligarchy,  by  establishing 
"that  there  are  processes  inherent  in  and  internal  to 


Slbid. . p.  409. 

6Ibid..  p.  407. 

7lbid. , pp.  409-410. 

^Philip  Selznick,  "An  Approach  to  a Theory  of  Organi- 
zation," American  Sociological  Review.  £ (1943),  47-54. 
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organization  as  such  which  tend  to  frustrate  action  toward 
professed  goals. "9  This,  for  Selznick,  was  the  "tragedy  of 
organization,"  which  characterizes  the  "age  of  relative  de- 
mocracy."^ These  "bureaucratic"  tendencies  were  to  be  dis- 
covered in  the  informal  structure;  and,  although  he  recog- 
nized that  the  formal  structure  could  influence  this  tendency, 
he  saw  the  formal  structure  as  simply  the  environment  in 
which  the  bureaucratic  tendencies  operate. 

He  then  set  forth  the  general  character  of  the  proc- 
ess of  bureaucratization.  Because  of  the  number  and  com- 
plexity of  functions  in  a modern  organization,  it  becomes 
necessary  to  delegate  functions  to  agents,  or  bureaucrats. 
This,  however,  creates  a "bifurcation  of  interest"  between 
those  who  initiated  the  organization  and  the  agents  employed 
to  carry  out  the  action,  with  each  group  seeking  to  control 
the  organization.  In  the  struggle  for  control,  the  bureau- 
crat will  attempt  to  make  himself  independent  of  those  who 
initiated  the  organization  by  finding  a power  base  within 
the  organization  which  cannot  be  controlled  by  the  initiators. 
An  informal  structure,  therefore,  will  be  created,  built 
around  personal  relationships  rather  than  formal  rules. 

Since  control  and  specialized  skills  are  concentrated  in  the 
hands  of  the  agents,  the  action  of  the  latter  tends  to  have 
an  increasingly  "internal"  relevance,  which  may  deflect  the 
organization  from  its  original  goals.  The  original  goals, 

9lbid.,  p.  47. 


IQlbid. . p.  54. 
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however,  usually  remain  "as  the  formally  professed  aim  of 
the  organization.  The  ultimate  purposes  of  the  organiza- 
tion become  subordinate  to  the  concerns  of  the  bureaucratic 
leader  in  maintaining  his  position.  Policy  decisions  are 
made  in  terms  of  their  effect  on  the  leader’s  position  in 
the  organization  rather  than  for  their  effect  on  the  pro- 
fessed goals  of  the  organization.  The  key  to  the  situation 
may  be  found  in  the  ideology  which  the  bureaucratic  leader 
constructs  to  maintain  his  position.  Through  such  ideology 
he  will  attempt  to  identify  the  welfare  and  security  of  the 
organization  itself  with  his  own  leadership  and  to  justify 
his  own  actions  as  representing  the  true  purposes  of  the  or- 
ganization. 

At  the  conclusion  of  his  article,  Selznick  reminded 
us  that  these  characteristic  tendencies  in  the  organization 
process  are  analytical,  in  that  they  are  abstractions  from 
concrete  organizational  patterns  rather  than  descriptive  of 
any  particular  organization.  They  provide  guidelines  for 
empirical  analysis  of  such  tendencies  in  actual  organiza- 
tions. Nevertheless,  as  he  pointedly  stated,  his  whole  pre- 
sumption is  that  this  describes  the  "natural"  development  of 
all  organizations: 

But  in  the  real  world  of  living  organizations,  there 
is  always  the  possibility  of  count erpressure,  of  de- 
vising techniques  for  blocking  the  bureaucratic 
drift.  The  study  of  these  techniques,  which  must  be 
based  on  a clear  understanding  of  the  general  nature 
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of  the  problem  involved,  is  one  of  the  most  pressing 
intellectual  tasks  of  our  time. 12 

This,  then,  was  the  general  background  of  Selznick1 s 
interest  as  a sociologist  in  TVA.  It  provided  the  broad 
perspective  from  which  he  viewed  that  organization  and  those 
aspects  of  its  experience  and  operation  on  which  his  atten- 
tion was  focused.  Although  in  his  actual  investigation  and 
analysis  of  the  agency  he  refined  and  modified  somewhat  the 
theoretical  outlines  of  the  study,  the  analysis  was  still 
cast  within  the  foregoing  general  intellectual  and  methodo- 
logical framework. 

Methodology  of  the  TVA  Study 

There  have  been  almost  as  many  interpretations  by 
social  scientists  of  the  meaning  of  Selznick’s  study  of  TVA 
as  there  have  been  commentators  on  it.  For  example,  Seymour 
Lipset,  the  sociologist,  says  that  Selznick  was  "primarily 
concerned  with  the  mechanisms  which  bring  together  organiza- 
tions and  groups  with  different  objectives,  and  he  stresses 
the  role  of  ideology  and  self -recruitment  of  collaborators  in 
serving  this  objective. "13  Another  sociologist,  William  F. 
Whyte,  has  observed  that  Selznick  "has  shown  how  the  com- 
munity structure  can  affect  even  the  purposes  of  the  organ- 
ization. "14  Among  political  scientists,  both  David 
. 

12lbid. . p.  54. 

13Seymour  Martin  Lipset,  op.  cit..  p.  37,  n.  30. 

14williara  F.  Whyte,  "Industrial  Sociology,"  in  Re- 
view of  Sociology,  ed.  by  Joseph  B.  Gittler  (New  York:  John 
Ailey  and  Sons,  Inc.,  1953),  p.  296. 
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Eastonl5  and  Dwight  Waldo-^  have  seen  the  general  problem 
posed  by  the  study  to  be  that,  as  Waldo  put  it,  of  "the  re- 
lationship of  a formal  organization  to  its  setting  and  the 
adaptive  responses  made  by  the  organization  in  order  to  sur- 
vive and  grow. "17  In  their  review  of  the  book  for  Public 
Administration  Review,  Rexford  Tugwell  and  E.  C.  Banfield 
interpreted  the  study  as  having  shown  "how  damaging  (local 
influence  was  to  the  national  interests  which  TVA  should  have 
pursued."!8 

It  is,  of  course,  one  of  the  hazards  of  publication 
that  an  author  will  be  thought  to  have  said  what  we  want  him 
to  say,  especially  when  he  is  dealing  with  institutions 
which  evoke  deep  emotional  responses.  Also,  varied  and  some- 
times contradictory  interpretations  are  quite  likely  to  be 
given  to  a study  that  treats  of  a complex  of  variables  in 
its  analysis,  as  did  Selznick*s  study  of  TVA.  What  is  in- 
teresting about  the  many  comments  on  his  study,  however,  is 
that  when  taken  in  its  entirety,  it  is  rightly  subject  to 
all  of  these  interpretations.  The  point  will  be  developed 
later  in  the  present  study  that  part  of  the  explanation  for 

15David  Easton,  The  Political  System  (New  York: 

Alfred  A.  Knopf,  1953),  pp.  196- W. 

l^Dwight  Waldo,  The  Study  of  Public  Administration 
(Garden  City,  N.  Y.:  Doubleday  and  Co.,  Inc.,  1955),  p.  53* 

17lbid. 

l^R.  G.  Tugwell  and  E.  C.  Banfield,  "Grass  Roots  De- 
mocracy-Myth or  Reality?",  Public  Administration  Review. 

10  (Winter,  1950),  49-55. 
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this  is  to  be  found  in  the  conclusions  which  Selznick  him- 
self drew  from  his  empirical  analysis.  A major  source  of 
difficulty,  however,  is  due  to  the  manner  in  which  the 
"facts”  were  abstracted  and  arranged  by  Selznick  in  his  at- 
tempt to  develop  a theoretical  system  for  the  study  of  organ- 
izations. A closer  examination  of  the  particular  theoreti- 
cal framework  in  which  his  study  is  cast  is  therefore  re- 
quired, in  order  that  we  might  understand  what  he  actually 
was  investigating  and  how  he  set  out  to  do  so.  It  is  not 
inappropriate  at  this  point  to  inject  the  comment  that  an 
attempt  to  weave  one’s  way  through  the  only  partially-edited- 
out  jargonese  of  the  Selznick  study  and  his  unnecessarily 
repetitive  and  sometimes  almost  deliberately  obscure  elabo- 
ration of  the  approach  used  poses  no  small  task  for  any  stu- 
dent. 

The  foregoing  analysis  has  dealt  with  the  focus  of 
his  substantive  concern — bureaucracy.  Both  in  another  jour- 
nal article^  and  in  the  book  itself, 20  Selznick  set  forth 
the  frame  of  reference  for  the  theory  of  organization  which 
he  attempted  to  develop  in  his  study  of  TV A and  which  guided 
his  empirical  analysis.  The  initial  proposition  in  this 
frame  of  reference  was  that  "all  formal  organizations  are 
molded  by  forces  tangential  to  their  rationally  ordered 

19philip  Selznick,  "Foundations  of  the  Theory  of  Or- 
ganization," American  Sociological  Review.  13,  1 (February, 
1943) $ 25-3 5 • 

20See  the  concluding  chapter,  "Guiding  Principle  and 
Interpretation:  A Summary,"  in  Selznick,  TV A and  the  Grass 
Roots,  op.  cit. 
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structures  and  stated  goals. ”21  Organizations,  therefore, 
were  to  be  viewed  as  "adaptive  social  structures,"  made  up 
of  individuals  who  bring  to  the  organization  their  own  per- 
sonal motives  and  purposes  quite  apart  from  the  formal  goals 
and  stated  purposes  of  the  organization.  Furthermore,  the 
organization  is  "embedded  in  an  institutional  matrix"; 22  it 
is,  therefore,  subject  to  pressures  from  its  environment  to 
which  it  must  make  some  adjustment  if  it  is  to  survive.  In 
order  to  control  the  conditions  of  their  existence,  individ- 
uals and  groups  within  the  organization  will  develop  infor- 
mal relationships  within  the  formal  structure.  Such  infor- 
mal structure  will  be  indispensable  to  carrying  out  the  for- 
mal  processes  and  purposes  of  the  organization,  but  at  the 
same  time  it  can  be  expected  to  have  consequences  for  the 
distribution  of  power  within  the  organization  and  for  its 
policies. 

Another  "sociological  directive"  which  shaped  the 
empirical  investigation  was  that  the  analysis  of  adaptive 
social  structures  be  made  in  "structural-functional"  terms. 

In  this  type  of  analysis,  a social  system  is  explained  by 
showing  how  each  of  its  elements  contributes  to  its  persist- 
ence and  effective  operations.  Attention  is  turned  to  the 
"dynamic  interrelations"  of  the  various  elements  in  the 
structure.  A complete  functional  exposition  assumes  an  equi- 
librium, an  interlocking  system  of  elements  at  any  given 

21lbid. . p.  251. 
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time;  however,  most  modern  sociologists  have  recognized  the 
fact  of  f,dysf unctions”  in  the  various  elements  in  the  struc- 
ture which  disrupt  and  interfere  with  the  stability  of  the 
system.  A factor  which  serves  an  essential  function  in  the 
stability  of  a system  may,  therefore,  also  have  dysfunctional 
consequences.  Unless  the  presence  of  dysfunctions  is  recog- 
nized, it  is  impossible  to  explain  social  change  in  a system. 

The  basic  requirement  of  a social  system,  according 
to  Selznick,  is  ”the  maintenance  of  the  integrity  and  conti- 
nuity of  the  system  itself. ”23  When  viewed  as  a social  sys- 
tem, any  formal  organization  will  have  certain  needs  as  an 
organization  and  will  develop  certain  responses  to  meet  them. 
The  organizational  needs  are  those  of  providing  for  the  se- 
curity of  the  system  as  a whole  in  relation  to  its  external 
environment,  preserving  the  channels  of  communication  through 
which  leadership  and  control  are  exercised,  establishing 
stable,  informal  relations  within  the  organization,  safe- 
guarding continuity  and  legitimacy  in  the  policy  and  decision- 
making process,  and  maintaining  a common  outlook  with  regard 
to  the  purpose  of  the  organization. 

Thus  Selznick  set  forth  the  guiding  frame  of  refer- 
ence for  the  theory  of  organization  which  he  sought  to  devel- 
op through  his  study  of  TVA.  It  provided,  he  said,  "cri- 
teria of  significance”  but  did  not  tell  him  what  was  signif- 
icant; therefore,  it  did  ”not  demand  any  special  conclusions 
about  the  materials  under  investigation,”  or  commit  the 


23ibid..  p.  252 
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author  "to  any  special  hypothesis  about  the  actual  events, "24 
When  applied  to  TVA,  it  led  him  to  think  of  that  agency  as  a 
"living  social  organization"  and  as  a consequence  to  expect 
"that  in  one  way  or  another  the  Authority  will  have  been 
caught  up  in  and  shaped  by  its  institutional  environment ,"25 
This  expectation  he  found  especially  relevant  when  he  ob- 
served "TVA's  official  avowal  of  a special  democratic  rela- 
tion to  certain  local  institutions  * close  to  the  people'  • . , 
and  • * , that  TVA  did  not  arise  out  of  the  expressed  desires 
of  the  local  area,  and  consequently  was  faced  with  a special 
problem  of  adjustment."  It  was  in  the  Authority's  "relation 
to  its  own  grass  roots"  that  one  could  find  "significant  ma- 
terial of  general  interest  to  those  who  wish  to  learn  the 
lessons  of  TVA  experience. "26  With  that  expectation,  he  ex- 
amined this  grass-roots  relationship  under  the  following  hy- 
pothesis: "that  the  Authority's  grass-roots  policy  as  doc- 
trine and  as  action  must  be  understood  as  related  to  the  need 
of  the  organization  to  come  to  terms  with  certain  local  and 
national  interests;  and  that  in  actual  practice  this  proce- 
dure resulted  in  commitments  which  had  restrictive  conse- 
quences for  the  policy  and  behavior  of  the  Authority  it- 
self ."27 

In  order  to  organize  his  empirical  analysis  under 

24lbid. . p.  251,  n.  6. 

25lbid. . p.  12. 

26Ibid. 
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this  hypothesis,  Selznick  found  it  necessary  to  introduce 
several  analytical  tools  or  concepts  for  analyzing  and  ex- 
plaining the  data.  His  guiding  frame  of  reference  had  indi- 
cated that  organizations  develop  certain  responses,  or 
"mechanisms  of  defense,"  to  meet  organizational  needs.  His 
hypothesis  had  indicated  his  intention  of  interpreting  the 
behavior  of  TVA  in  terms  of  its  response  to  one  such  need: 
the  security  of  the  organization  as  a whole  in  relation  to 
social  forces  in  its  environment.  As  tools  for  explaining 
the  process  by  which  the  agency  responded,  Selznick  used  the 
concepts  of  "ideology"  and  what  he  termed  "cooptation."  By 
ideology  he  meant  a "set  of  morally  sustaining  ideas"  which 
give  a "general  view  of  the  organization’s  position  and  role 
among  its  contemporaries"  and  which  "lend  support  to  deci- 
sions which  must  rest  on  compromise  and  restraint. "2& 

The  other  mechanism  of  defense,  that  of  cooptation, 
was  to  be  the  primary  focus  of  Selznick’ s attention  in  his 
empirical  analysis.  He  defined  cooptation  as  "the  process 
of  absorbing  new  elements  into  the  leadership  or  policy  de- 
termining structure  of  an  organization  as  a means  of  avert- 
ing threats  to  its  stability  or  existence. "29  This  concept, 
he  said,  "tells  us  something  about  the  process  by  which  an 
institutional  environment  impinges  itself  upon  an  organiza- 
tion and  effects  changes  in  its  leadership,  structure  or 

23lbid..  p.  47. 


29lbid. . pp»  13  and  259. 
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policy. "30  The  need  for  cooptation  arises  "out  of  a situa- 
tion in  which  formal  authority  is  actually  or  potentially  in 
a state  of  imbalance  with  respect  to  its  institutional  en- 
vironment. "31  If  the  formal  authority  of  an  organization 
does  not  reflect  the  true  balance  of  power  within  the  com- 
munity, an  adjustment  to  the  actual  centers  of  power  will  be 
necessary.  Cooptation  under  these  conditions  may  result  in 
the  actual  sharing  of  power  with  the  coopted  group  or  groups. 
This  type  of  cooptation  he  distinguished  as  "informal."  It 
is  frequently  necessary  with  this  type  of  cooptation  that 
the  relationships  with  the  coopted  group  be  informal  and 
covert,  for  public  knowledge  of  the  relationships  may  result 
in  the  undermining  of  the  legitimacy  of  the  formal  authority. 
An  organization,  however,  may  meet  its  need  for  cooptation 
without  actually  sharing  power;  this  may  be  the  case  when 
the  leadership  feels  the  need  for  a sense  of  legitimacy  and 
general  acceptance  in  the  community.  Under  such  conditions 
it  may  be  sufficient  to  create  "front"  organizations  in  the 
community  or  to  establish  open  and  formal  relationships  with 
accepted  groups  who  will  provide  respectability  and  adminis- 
trative access  to  the  community.  If  control  over  these  re- 
lationships is  kept  in  the  hands  of  the  formal  authority, 
there  will  be  a sharing  of  the  burdens  and  responsibilities 
of  power  but  not  of  power  itself.  This  form  of  cooptation 
Selznick  labeled  as  "formal."  On  the  basis  of  these 

30lbid. . p.  30. 
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considerations,  he  hypothesized:  "cooptation  which  results 
in  an  actual  sharing  of  power  will  tend  to  operate  informal- 
ly, and  correlatively,  cooptation  oriented  toward  legitimi- 
zation or  accessibility  will  tend  to  be  effected  through 
formal  devices* ?,32  The  significance  of  cooptation  for  or- 
ganizational analysis,  Selznick  states,  "is  not  simply  that 
there  is  a change  in  or  a broadening  of  leadership,  and  that 
this  is  an  adaptive  response,  but  also  that  this  change  is 
consequential  for  the  character  and  role  of  the  organization 
or  governing  body,"  for  it  "results  in  some  constriction  of 
the  field  of  choice  available  to  the  organization  or  leader- 
ship in  question. "33 

In  order  to  interpret  organizational  behavior  in 
terms  of  the  cooptative  mechanism,  Selznick  considered  it  in- 
dispensable to  introduce  two  other  analytical  concepts:  those 
of  "unanticipated  consequences"  and  "commitment."  In  any 
rational  system  explicitly  relating  means  and  ends,  the  con- 
sequences of  alternative  courses  of  action  will  be  weighed. 
The  selective  character  of  the  criteria  in  such  system  will 
always  result  in  some  consequences  which  have  not  been  an- 
ticipated. These  are  "logically  important"  but  "sociologi- 
cally insignificant."  It  is  those  unanticipated  consequences 
generated  by  what  he  refers  to  as  "commitment"  which  are  sig- 
nificant for  organizational  analysis.  He  defined  a commit- 
ment in  social  action  as  "an  enforced  line  of  action;  it 

32ibid..  p.  260. 

33ioid. , pp.  15-16. 
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refers  to  decision  dictated  by  the  force  of  circumstance 
with  the  result  that  the  free  or  scientific  adjustment  of 
means  and  ends  is  effectively  limited. ”34  He  discussed  five 
types  of  commitments  which  can  be  expected  to  result  in  a 
”high  frequency  of  unanticipated  consequences”:  1)  those 
which  commit  an  organization  to  action  which  will  maintain 
the  system;  2)  those  which  it  acquires  from  the  individual 
commitments  of  its  personnel;  3)  those  which  result  from  the 
institutionalization  of  goals  and  procedures;  4)  those  which 
are  enforced  by  the  social  and  cultural  environment  in  which 
the  organization  operates;  and  5)  those  produced  by  the  act 
of  delegation  which  generates  centers  of  interest  ”whose 
leaderships  come  to  have  a stake  in  the  organizational 
status  quo* ”35 

In  this  type  of  analysis,  then,  the  organizational 
needs  are  treated  as  independent  variables,  or  rather,  as 
Selznick  pointed  out,  as  "a  stable  system  of  variables  which, 
with  respect  to  many  changes  in  organizational  structure  and 
behavior,  are  independent *”36  The  mechanisms  by  which  the 
organization  responds  to  those  needs  become  the  dependent 
variables,  and  the  actual  behavior  of  the  organization  is 
thus  explained  in  terms  of  this  response.  When  applied  to 
TVA,  this  meant  that  Selznick  would  seek  those  data  from  the 
"TV A experience”  which  would  enable  him  to  interpret  TVA’s 

34lbid. . p.  255* 

35ibid. . p.  2 58. 

36ibid.,  p.  252,  n.  9* 
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grass-roots  policy  as  the  agency's  response  to  its  own  needs 
to  protect  its  organizational  integrity  in  a hostile  na- 
tional and  regional  environment.  He  would  look  behind  the 
official  statement  of  the  "democratic"  purposes  of  the  grass- 
roots approach  and  search  for  its  meaning  in  terms  of  both 
its  anticipated  and  unanticipated  consequences  for  the  agen- 
cy and  for  democratic  government.  Its  effects  would  be 
traced  through  the  process  of  cooptation. 

The  Empirical  Analysis 

It  is  essential  for  an  understanding  of  Selznick’s 
study  to  recognize  how  he  conceived  of  the  organization 
which  he  was  to  subject  to  scrutiny.  From  his  discussion  at 
the  outset  of  the  study,  the  conclusion  seems  inescapable 
that  the  TVA  he  saw  was  the  TVA  that  might  have  been  or 
should  have  been;  it  was  not  the  TVA  that  actually  emerged 
on  the  statute  books.  For  Selznick,  its  importance  was  in 
the  fact  that  it  is  "proposed  as  a contribution  to  the  tech- 
nique of  democratic  planning";  therefore,  its  significance 
"lies  not  so  much  in  its  program,  or  in  its  accomplishments, 
as  in  its  methods  and  in  its  nature  as  an  organization. "37 

In  what  for  him  was  a relatively  brief  discussion, 
Selznick  traced  the  inception  of  TVA  from  the  long  contro- 
versy over  the  disposition  of  the  government-owned  nitrate 
plants  and  dam  at  Muscle  Shoals,  Alabama.  This  controversy 
revolved  around  the  issues  of  production  and  distribution  of 
fertilizer  and  electric  power  and  the  principle  of  government 


37lbid. . p.  1. 
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versus  private  ownership,  ending  in  a final  victory  for 
those,  like  Senator  George  Norris,  who  favored  government 
operation: 

But  what  began  as,  and  what  was  generally  under- 
stood to  be,  primarily  the  solution  of  a problem  of 
fertilizer  and  power  emerged  as  an  institution  of 
far  broader  meaning.  A new  regional  concept — the 
river  basin  as  an  integral  unit — was  given  effect, 
so  that  a government  agency  was  created  which  had  a 
special  responsibility  neither  national  nor  state- 
wide in  scope.  This  offered  a new  dimension  for  the 
consideration  of  the  role  of  government  in  the  evolv- 
ing federal  system.  At  the  same  time,  the  very  form 
of  the  agency  established  under  the  Act  was  a new  de- 
parture. There  was  created  a relatively  autonomous 
public  corporation  free  in  important  aspects  from 
the  normal  financial  and  administrative  controls  ex- 
ercised over  federal  organs.  Further,  and  in  one 
sense  most  important . a broad  vision  of  regional  re- 
source development — in~a  word . ""planning — informed 
the  conception,  if  not  the  actual  powers , of  the  "new 
organ! zat ion . & "Thmphasls  added.') 

Selznick,  of  course,  fully  recognized  that  the  Act 
gave  TVA  "little  direct  authority  to  engage  in  large-scale 
regional  planning,"  and  that  the  "powers  delegated  to  it  were 
for  the  most  part  specific  in  nature,  related  to  the  primary 
problems  of  flood  control,  navigation,  fertilizer,  and  pow- 
er. "39  The  Act  did  delegate  to  the  President,  who  in  turn 
delegated  to  TVA,  authority  to  conduct  limited  studies  and 
demonstrations  looking  toward  the  general  welfare  of  the 
region.  Selznick  finds  more  important,  however 

• • • that  the  Act  permitted  such  discretion  in  the 
execution  of  the  primary  purposes  as  would  invite 
those  in  charge  to  recognize  the  social  consequences 
of  specific  activities— such  as  the  effect  upon  farm 
populations  and  urban  communities  of  the  creation  of 
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large  reservoirs— and  to  assume  responsibility  for 
them.  This  assumption  of  responsibility  invests  the 
administration  with  an  important  planning  function, 
though  it  is  indirect  and  remains  modifiable  as 
circumstances  may  demand. 40 

Even  though  its  planning  powers  were  limited,  for  Selznick 
TVA  represented  "an  experiment,  an  adventure  in  executing 
broad  social  responsibilities  for  the  development  of  a uni- 
fied area. "41 

With  this  conception  of  the  "original"  role  and  pur- 
pose of  TVA  in  mind,  he  then  proceeded  to  examine  this  "ad- 
ministrative instrument  created  to  fulfill  necessary  planning 
functions  with  the  framework  of  democratic  values,"  in  order 
that  we  may  "learn  the  lessons  of  the  TVA  experience. "42  The 
materials  for  these  lessons  were  to  be  found  in  the  Authori- 
ty’s relations  to  its  own  grass  roots,  and  in  the  way  this 
relationship  modified  the  agency’s  "original"  character  and 
goals.  He  first  attempted  to  state  the  arguments  presented 
by  TVA  officials  in  support  of  the  grass-roots  policy;  then 
to  subject  this  doctrine  to  functional  analysis;  and  finally 
to  show  how  this  procedure  operated  in  one  important  phase, 
that  of  cooptation,  and  to  trace  its  consequences  for  the 
role  and  character  of  the  agency. 

In  the  official  ideology,  TVA  offers  itself  as  an  ex- 
ample of  and  an  experiment  in  the  decentralization  of  federal 
functions.  It  is  living  proof  that  national  problems  can 

4°Ibid. 

41lbid..  p.  11. 
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have  national  recognition  without  the  exercise  of  federal 
functions  by  top-heavy  organizations  centered  in  and  adminis- 
tered from  Washington.  The  creation  of  TV A represented  the 
bringing  together  in  one  agency  of  the  federal  government’s 
responsibilities  for  the  control  of  the  natural  resources  of 
water  and  land  in  order  to  cope  on  an  integrated  basis  with 
the  complex  problems  of  one  area— the  watershed  of  the  Tennes- 
see River.  In  order  that  the  agency  might  most  effectively 
deal  with  this  problem,  so  the  doctrine  goes,  it  was  located 
in  the  area  of  operation,  given  freedom  of  action  and  con- 
siderable autonomy,  subject  only  to  the  direct  control  of 
Congress  and  the  President.  The  Act  was  so  worded  as  to  per- 
mit the  agency  a maximum  of  freedom  in  making  its  own  deci- 
sions, thereby  insuring  flexibility  so  that  the  agency  could 
adjust  to  local  conditions. 

As  Selznick  shows,  this  doctrine  has  come  to  include 
TVA’s  notion  of  what  distinguishes  true  decentralization. 

In  the  first  place,  it  includes  the  concept  of  managerial 
autonomy  for  TVA  in  its  relation  to  the  federal  government, 
including  the  essential  conditions  of  freedom  from  control 
by  the  Civil  Service  Commission,  freedom  from  control  by  the 
General  Accounting  Office,  and  freedom  to  apply  revenues 
from  power  operations  to  current  operating  expenses.  Second- 
ly, decentralization  for  TVA  has  involved  the  working  part- 
nership of  TVA  and  local  government.  Rather  than  carry  out 
its  program  by  direct  action  and  imposing  its  will  on  the 
local  population,  TVA  chose  to  cooperate  with  the  agencies 
and  institutions  already  existing  in  the  Valley  who  were 
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concerned  with  and  essential  to  the  development  of  the  re- 
gion^ resources.  In  this  way,  local  governments  and  local 
institutions  xvould  be  strengthened  by  providing  them  with 
the  tools  of  development  and  by  encouraging  them  to  assume 
responsibility.  The  meaning  of  partnership  with  the  region 
also  involved  the  use  of  voluntary  associations  through  which 
those  affected  by  programs  could  participate  in  its  adminis- 
tration. A third  meaning  of  decentralization  is  involved  in 
the  "ideal  of  basing  unity  of  administration  upon  the  natural 
unity  of  a region  as  an  area  of  operation  in  resource  develop- 
ment . "43 

When  he  analyzed  this  doctrine  in  functional  terms, 
Selznick  explained  the  "high  self-consciousness"  of  TVA  as 
expressed  in  the  official  statements  "on  the  basis  of  the 
function  of  that  doctrine  in  facilitating  acceptance  of  the 
Authority  in  its  area  of  operation  and  in  fulfilling  the 
need  for  some  general  justification  of  its  existence  as  a 
unique  type  of  government  agency. "44  Because  it  was  "not 
the  spontaneous  product  of  the  institutions  in  its  area  of 
operation, "45  TVA  was  particularly  susceptible  to  insecurity. 
Although  the  attitude  of  the  region  has  now  changed  from  one 
of  hostility  to  one  of  support,  TVA  in  the  beginning  could 
not  take  its  own  position  for  granted.  It  therefore  became 
necessary  for  the  leadership  of  the  agency  to  formulate  a 

43 ibid.,  p.  29. 

44lbid. , p.  262. 
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policy  that  would  "reassure  external  elements  and  would  so 
educate  its  own  ranks  as  to  maximize  the  possibilities  of 
social  acceptance. "46  When  the  agency  was  created  in  1933* 
there  was  nothing  to  indicate  that  the  approach  expressed  in 
this  doctrine  was  envisaged  by  those  who  brought  the  agency 
into  being.  The  key  elements  in  1933  which  seemed  to  point 
to  the  need  for  an  autonomous  agency  were  the  need  for  an 
appropriate  device  for  organizing  the  battle  against  the 
private  utility  interests  and  the  general  public  attitude 
toward  planning  which  made  it  necessary  to  picture  the  agen- 
cy as  an  experiment  rather  than  as  a model  for  the  federal 
government  as  a whole. 

The  grass-roots  doctrine,  therefore,  enabled  TVA  "to 
stand  as  the  champions  of  local  institutions  and  at  the  same 
time  to  devise  a point  of  view  which  could  be  utilized  in 
general  justification  of  its  managerial  autonomy  within  the 
federal  system. "47  Selznick  observes,  however,  that  in  one 
sense  "the  grass  roots  approach  simply  verbalizes  an  adminis- 
trative approach  which  any  agency  would  follow  of  necessi- 
ty," for,  regardless  of  whether  TVa  had  developed  the  grass- 
roots theory, 

' , . .it  would  have  found  it  necessary  in  some  way 
to  get  along  with  those  forces  which  might  wreck 
the  program  if  moved  to  resistance.  In  relation  to 
the  states,  counties,  and  other  local  agencies,  the 
TVA  could  not  have  operated  successfully  without 
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framing  its  program  within  the  existing  pattern  of 
government,  including  the  powers  and  the  tradition- 
al prerogatives  of  the  local  units.  That  must  be 
taken  for  granted  for  any  organization,  public  or 
private,  which  seeks  to  accomplish  a large-scale 
program  within  a populated  area.  The  alternative 
is  force.  . . .43 

TVA,  however,  has  never  been  willing  to  adjust  to 
another  part  of  its  environment — the  existing  structure  of 
the  federal  government.  According  to  Selznick,  its  very  in- 
sistence upon  autonomy  and  its  commitment  to  the  grass-roots 
doctrine  have  resulted  in  a continuing  undercurrent  of  de- 
bate and  disaffection  between  the  agency  and  other  federal 
agencies,  especially  the  Departments  of  Interior  and  Agricul- 
ture. As  a consequence,  those  two  departments  consistently 
opposed  efforts  to  extend  the  TVA  form  of  organization  to 
other  regions.  The  effect  has  been  to  insure  TVA’s  unique- 
ness—and  isolation— in  the  federal  structure. 

The  major  example  of  TVA*s  grass-roots  procedure  was 
to  be  found  in  its  fertilizer  distribution  program.  It  was 
in  this  agricultural  program  that  Selznick  saw  a "constitu- 
ency-relation involving  the  land-grant  college  system  on  the 
one  hand  and  the  Agricultural  Relations  Department  of  TVA  on 
the  other. "49  This  relationship  he  termed  a case  of  "infor- 
mal" cooptation,  "wherein  strong  centers  of  influence  were 
absorbed  into  the  policy-determining  structure  of  TVA. "50 
Although,  as  Selznick  said,  the  "conception  of  TVA  held 
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popularly  and  by  President  Roosevelt  and  Senator  Norris,  was 
broad,  the  statutory  authority  provided  for  fairly  specific 
activities.  The  Act  did  not  grant  to  the  TVA  any  exclusive 
or  unlimited  governmental  powers  over  agricultural  develop- 
ment in  the  area. ”51  The  legal  basis  for  this  program  was  to 
be  found  primarily  in  that  section  of  the  act  which  provides 
for  the  production,  development , and  introduction  of  ferti- 
lizer materials  produced  at  Muscle  Shoals.  Also  among  the 
provisions  of  the  act  was  one  authorizing  the  agency  to  ar- 
range with  farmers  and  farm  organizations  for  the  large- 
scale  use  of  new  forms  of  fertilizer,  and  another  permitting 
it  to  cooperate  with  experiment  stations  and  other  organiza- 
tions for  the  experimental  use  and  demonstration  of  fertiliz- 
ers. It  was  in  this  latter  permissive  power  that  TVA  was 
able  to  establish  its  link  with  existing  institutions. 

Harcourt  A.  Morgan,  the  only  representative  of  the 
region  on  the  board,  played  a decisive  role  in  this  constitu- 
ency relationship.  Because  of  the  early  division  of  functions 
among  the  TVA  directors,  Morgan,  a leader  in  the  land-grant 
college  extension  service  system,  was  able  to  gain  control 
over  TVA’s  agricultural  program,  with  the  support  of  another 
director,  David  Lilienthal.  In  this  way,  Lilienthal,  whose 
major  concern  was  with  TVA’s  power  program,  could  insure  the 
possibility  of  mobilizing  considerable  support  for  the  con- 
troversial power  program  from  established  institutions  in  the 
region.  Under  pressure  from  the  land-grant  colleges  and  the 
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extension  services,  who  expressed  themselves  through  their 
powerful  Association  of  Land  Grant  Colleges  and  Universities, 
and  the  closely  related  ”mass-pressure  group,”  the  American 
Farm  Bureau  Federation,  TVA  entered  into  an  agreement  in 
1934  which  brought  its  agricultural  activities  ”into  line 
with  the  established  relationships  between  the  Department  of 
Agriculture  and  the  land-grant  colleges.”  This  three-way 
agreement  ”was  a device  for  the  control  of  TVA  ...  by  the 
Department  of  Agriculture,  which  was  at  that  time  dominated 
by  men  committed  to  the  land-grant  college  system. ”52  in- 
stead of  creating  its  own  agricultural  field  service,  TVA 
delegated  to  the  extension  services  of  the  land-grant  col- 
leges the  major  phase  of  its  agricultural  program,  the  ”test- 
demonstration”  program,  as  well  as  its  program  of  assistance 
to  farm  people  and  communities  affected  by  flooding  of  farm 
lands  by  TVA  reservoirs. 

The  TVA  Agricultural  Relations  Department,  most  of 
whose  staff  were  recruited  from  the  extension  services  of 
the  colleges  in  the  region,  were  able  to  take  advantage  of 
their  formal  status  in  TVA  to  impress  the  Conservative”  out- 
look of  the  land-grant  college  system  and  the  American  Farm 
Bureau  Federation  upon  not  only  the  agricultural  program  of 
the  agency  but  also  upon  its  general  policies.  This  influ- 
ence, Selznick  said,  was  apparent  in  a number  of  TVA  deci- 
sions: that  to  abandon  the  production  of  nitrates  and  to  turn 
to  phosphates;  to  discontinue  programs  for  the  development 
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of  self-help  cooperatives,  subsistence  homesteads,  and  rural 
zoning;  and  to  deal  with  farm  tenancy  through  the  farm  owners 
rather  than  through  the  tenants  themselves.  The  extension 
service-Farm  Bureau  outlook  was  also  evident  in  the  failure 
to  include  Negro  colleges  in  the  agricultural  program  and  in 
the  selection  of  the  more  prosperous,  large-scale  farmers 
for  participation  in  the  test-demonstration  program. 

These  commitments  to  its  "agricultural  constituency" 
had  consequences  both  for  TVA’s  relationships  with  other 
federal  agencies  and  for  its  character  as  a conservation 
agency.  When  other  New  Deal  agencies,  such  as  the  Farm  Se- 
curity Administration  and  the  Soil  Conservation  Service,  in- 
curred the  displeasure  of  the  powerful  American  Farm  Bureau 
Federation,  TVA  failed  to  support  the  FSA  and  sought  to  ex- 
clude the  SCS  from  the  Valley.  "This  resulted  in  the  po- 
litically paradoxical  situation  that  the  eminently  New  Deal 
TVA  failed  to  support  agencies  with  which  it  shared  a polit- 
ical communion,  and  aligned  itself  with  the  enemies  of  those 
agencies. "53  The  TVA  "agriculturalists"  also  opposed  the 
policy  of  utilizing  public  ownership  of  land  as  a conserva- 
tion measure  "and  thus  effectively  contributed  to  the  alter- 
ation of  the  initial  policy  of  the  Authority  in  this  re- 
spect. "54 

There  has  been  another  phase  of  the  grass-roots  poli- 
cy which,  "in  terms  of  its  implications  for  democratic 
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administration,"  Selznick  took  pains  to  distinguish  from 
that  which  channels  action  through  established  local  insti- 
tutions, as  described  above#  It  was  previously  noted  that 
TVA  considers  a fundamental  aspect  of  its  grass-roots  ap- 
proach to  be  the  organization  of  local  citizens  into  volun- 
tary associations  which  can  participate  in  the  administration 
of  a program  which  affects  them#  In  the  first  few  years  of 
its  existence,  TVA*s  approach  to  this  aspect  of  participation 
was,  in  certain  respects,  founded  on  the  philosophy  of  "sub- 
stantive participation,"  that  is,  it  envisioned  "an  actual 
role  by  the  voluntary  groups  in  the  determination  of  poli- 
cy. "55  Primarily  under  the  guidance  of  Chairman  A.  E.  Mor- 
gan, the  agency  took  an  early  interest  in  the  organization 
of  local  cooperative  associations  as  part  of  the  "general 
welfare  objectives"  of  TVA,  emphasizing  the  development  of 
cooperatives  as  ends  in  themselves,  of  "cooperation  as  a 
form  of  economic  enterprise."  In  1934,  the  directors  of  TVA 
incorporated  the  Tennessee  Valley  Associated  Cooperatives, 
Inc.,  to  render  financial  aid  (from  funds  allocated  by  the 
Federal  Emergency  Relief  Administration)  and  advisory  serv- 
ices to  cooperatives  in  certain  depressed  areas  of  the  Val- 
ley. The  following  year  a Cooperative  Research  and  Experi- 
ment Division  was  created  within  TVA  to  administer  the  work 
of  the  TV AC.  The  work  of  this  division,  however,  had  to  be 
undertaken  in  the  form  of  research  and  demonstration,  for 
TVA  "did  not  have  power  to  accept  the  value  of  cooperatives 
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as  given  and  then  conduct  aggressive  promotional  activi- 
ties. "56  Section  22  of  the  TVA  Act,  on  which  such  activi- 
ties were  based,  permits  "studies  and  experiments  . . • for 
the  general  purpose  of  fostering  an  orderly  and  proper  physi- 
cal, economic  and  social  development”  of  the  area.  "The 
weakness  of  this  delegation  of  authority  in  the  organic  Act 
underlies  much  of  the  ambiguity  of  TVA  developmental  pro- 
grams. ”57  Partly  as  a by-product  of  the  controversy  involv- 
ing Chairman  Morgan  and  resulting  in  his  subsequent  removal 
by  the  President,  TVA  and  TV AC  were  separated  in  1937,  soon 
followed  by  the  transfer  of  the  Cooperative  Research  and  Ex- 
periment Division  to  the  Agricultural  Relations  Division. 
Under  the  wing  of  the  agriculturalists,  emphasis  came  to  be 
placed  on  aid  to  cooperatives  which  could  be  tied  in  with 
the  major  substantive  programs  of  the  Authority. 

Also  early  in  its  history,  however,  TVA  began  the 
organization  of  voluntary  associations  in  connection  with 
its  fertilizer  and  power  distribution  programs.  It  created 
associations  for  the  selection  of  test-demonstration  farms 
within  a county  and  for  the  distribution  of  fertilizer,  and 
encouraged  the  organization  of  rural  electric  cooperatives 
to  distribute  TVA  power.  Thus  the  agency  was  able  to  obtain 
organized  access  to  the  public  and  also  support  for  the  le- 
gitimacy of  its  total  program,  a need  that  was  especially 
pressing  with  regard  to  the  controversial  power  program. 
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Unlike  the  other  cooperatives  organized  under  the  aegis  of 
A.  £.  Morgan,  the  electric  power  and  fertilizer  distribu- 
tion associations  were  primarily  devices  for  the  implemen- 
tation of  the  major  programs.  In  the  latter  cases,  actual 
authority  and  control  over  the  administrative  machinery  was 
retained  by  TVA  or,  in  the  case  of  the  fertilizer  associa- 
tions, by  the  county  agent  system  to  which  t he  test-demon- 
stration program  was  delegated.  These  examples  of  "formal" 
cooptation  represented,  therefore,  a "sharing  of  the  burdens 
and  responsibilities  of  power,  rather  than  power  itself. "5# 
Also,  in  contrast  to  the  A.  E.  Morgan-sponsored  cooperatives, 
they  represented  something  else  to  Selznick:  participation 
which  amounted  to  "mere  administrative  involvement  • . • that 
pattern  which  simply  transforms  an  unorganized  citizenry  in- 
to a reliable  instrument  for  the  achievement  of  administra- 
tive goals,  and  calls  it  ’democracy. ' "59 

In  his  inimitably  obscure  way — and  the  analysis  of 
informal  cooptation  is  probably  the  most  obscure  in  the  en- 
tire study— Selznick  would  appear  to  have  been  making  the 
following  points: 

1.  Through  the  process  of  formal  cooptation,  as  op- 
posed to  "informal"  cooptation,  TVA  was  enabled  to  retain 
control  over  its  own  policy.  In  creating  voluntary  associ- 
ations for  the  distribution  of  power  and  fertilizer,  it  thus 
by-passed  the  existing  centers  of  local  power,  and  created 
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new  groups  which  it  used  for  administrative  purposes  and 
which  it  thereby  was  able  to  control* 

* • i 

2.  In  the  case  of  neither  formal  nor  informal  coop- 
tation, therefore,  was  true  "democratic  participation,”  in 
the  sense  of  wide  citizen  participation  in  the  determination 
of  policy,  the  intent  of  the  agency.  The  informally  coopted 
groups  did  share  in  the  determination  of  policy,  but  those 
groups  represented  only  an  elite  segment  of  one  interest  in 
the  Valley.  In  both  cases  cooptation  was  dictated  by  ad- 
ministrative needs,  on  the  one  hand  the  need  for  the  agency 
to  come  to  terms  with  its  environment,  and  on  the  other  to 
legitimatize  its  program. 

3.  The  grass-roots  doctrine  of  local  participation, 
therefore,  perpetuates  a myth,  for  TVA  did  not  fulfill  its 
"doctrinal  promise"  of  "democratic  participation." 

4*  The  A.  E.  Morgan  view  of  the  desirability  of 
creating  cooperatives  as  ends  in  themselves  might  have  led 
to  actual  democratic  participation,  in  the  sense  that  it 
might  have  created  a new  and  wider  base  of  power  in  the  Val- 
ley; but  weakness  of  the  basic  law  and  the  influence  of  the 
"agriculturalists"  prevented  its  realization.  It  might  have 
supplied  the  "additional  impetus,  not  provided  for  in  the 
usual  responsibilities  of  the  administrative  agency"  which 
is  "normally  required  if  the  process  is  to  be  pushed  beyond 
the  level  of  involvement. "60 

5.  On  the  other  hand,  "it  is  doubtful  that  much  can 
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be  achieved  beyond  that  level  Administrative  involvement].  . 

• • As  an  administrative  organization,  the  agency  cannot 
abandon  the  necessity  for  unity  of  command  and  continuity  of 
policy.”  The  coopted  local  association  or  committee  ”eannot 
become  an  effective  part  of  the  major  policy-determining 
structure  of  the  agency. "61 

The  above  summary  of  Selznick’s  empirical  argument 
with  regard  to  the  process  of  formal  cooptation  should  do 
much  to  explain  why  there  have  been  such  varying  interpreta- 
tions of  his  study.  Furthermore,  he  does  nothing  to  clarify 
the  contradictions  when  he  offers  his  concluding  comments  on 
the  significance  of  the  whole  analysis. 

Lessons  of  the  TVA  Experience 

The  foregoing  summary  of  Selznick*s  complete  analy- 
sis was  of  necessity  somewhat  detailed,  in  order  that  the 
basis  for  his  interpretation  of  the  data  might  be  better  un- 
derstood. It  is  also  intended  as  a point  of  reference  for 
the  later  comments  in  the  present  study  on  the  implications 
of  his  study. 

Selznick  saw  his  work  as  pointing  to  ”some  of  the 
significant  problems  which  must  be  faced  when  the  attempt  is 
made  to  combine  democracy  and  planning,”  and  as  making  "ex- 
plicit the  forces  which  will  operate  to  qualify  and  perhaps 
transform  the  democratic  process. ”62  He  specified  these 
problems  as: 

6lIbid. 
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1*  The  necessity  to  see  ideologies  "in  the  context 
of  the  needs  they  serve, " and  to  examine  their  "unanalyzed 
terms"  for  whatever  "covert  adaptation"  of  the  "doctrinal 
promise"  they  can  be  expected  to  conceal. 

2.  The  necessity  to  recognize  that  private  interests 
in  a community  can  effectively  shape  the  character  and  role 
"of  public  agencies;  that  this  can  mean  both  a perversion  of 
the  policy  determined  by  the  representative  process  and  an 
insurance  of  responsibility  to  client  publics;  and  this  am- 
biguity must  be  understood  "if  realistic  controls  are  to  be 

instituted. "63 

3*  The  necessity  for  continuous  attention  to  the 
"tendency  of  democratic  participation  to  break  down  into  ad- 
ministrative involvement,"  and  the  recognition  that  this 
problem  can  be  met  not  merely  in  the  choice  of  good  adminis- 
trators but  rather  through  organizational  and  procedural  de- 
vices through  which  policy  is  administered. 

« 

These  are  some  of  the  underlying  tendencies  which 
are  likely  to  inhibit  the  democratic  process,  Selznlck  con- 
cludes; and,  although  "no  one  is  surprised  when  a weak  or 
corrupt  governmental  agency  does  not  fulfill  its  doctrinal 
promise,"  when  a "morally  strong  and  fundamentally  honest  or- 
ganization |such  as  TVlj  is  subject  to  the  kind  of  processes 
we  have  described,  then  the  pervasive  significance  of  that 
process  becomes  materially  enhanced. "64 

63 Ibid. 
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CHAPTER  III 


IMPLICATIONS  OF  SELZNICK* S ANALYSIS 
FOR  THE  PRESENT  STUDY 

Critique  of  His  Study 

Whatever  the  meaning  of  Selznick* s study  for  the  de- 
velopment of  pure  organization  theory,  its  implications  for 
the  student  of  politics  and  administration  are  considerable* 
He  offered  his  analysis  as  evidence  that  a "positive  social 
policy,”  such  as  planning,  may  be  negated  by  a "commitment 
to  democratic  procedure”  in  its  execution,  and  that  the  so- 
cial purpose  of  a broad  planning  program  directed  toward  a 
conservative  constituency  may  be  blunted  by  "democratic 
forms. "1  His  summary  arguments  throughout  the  study  left  no 
doubt  about  what  he  meant  by  this.  He  was  concluding,  in 
effect,  that  TVA’s  commitment  to  the  grass-roots  approach 
led  to  a negation  of  a public  policy,  and  that  this  occurred 
because  decentralized  authority  allowed  TVA  officials  to 
make  decisions  which  resulted  in  domination  of  that  policy 
by  a conservative  constituency.  Selznick  has  thus  offered 
an  explanation  of  how  a public  policy  was  shaped  in  the  ad- 
ministrative process  and  a warning  about  its  implications 
for  democratic  policy  making.  In  order  to  assess  the 

^Philip  Selznick,  TVA  and  the  Grass  Roots  (Berkeley: 
University  of  California  Press,  1949),  p.  16. 
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significance  of  this  explanation,  it  is  necessary  briefly 
to  re-examine  his  methodological  and  empirical  assumptions 
and  relate  these  to  his  actual  analysis. 

Selznick  introduced  his  analysis  by  identifying  what 
he  conceived  to  have  been  the  public  policy  which  emerged 
with  the  creation  of  TVA  in  the  "theoretically  representa- 
tive'* process,  and  then  proceeded  to  offer  an  explanation  of 
why  the  general  policy  which  TVA  was  pursuing  some  ten  years 
after  its  creation  was  not  that  which  he  had  earlier  identi- 
fied, According  to  his  analysis,  the  explanation  was  to  be 
found  in  the  circumstances  of  TVA’s  creation  and  in  the  "bu- 
reaucratic” behavior  of  that  organization  under  those  cir- 
cumstances. The  crucial  points  in  his  study,  therefore, 
were  to  be  found  in  1)  his  assumptions  about  the  behavior  of 
all  bureaucratic  organizations,  such  as  TVA,  2)  his  assump- 
tions as  to  the  public  policy  which  was  expressed  with  the 
establishment  of  TVA,  3)  the  elements  in  the  particular  sit- 
uation at  the  time  of  its  establishment  which  were  signifi- 
cant for  the  behavior  of  the  agency  in  executing  that  policy, 
and  4)  his  description  of  the  actual  behavior  of  TVA. 

It  bears  repeating  that,  as  a sociologist  and,  par- 
ticularly as  an  organization  theorist,  Selznick  was  con- 
cerned with  social  behavior  in  general,  especially  behavior 
in  organizations  with  bureaucratic  structures.  As  one  who 
worked  in  the  tradition  of  toeber  and  Michels,  he  wanted  to 
show  that  bureaucratic  behavior  followed  certain  patterns, 
whether  in  business,  church,  labor  unions,  or  government; 
that  there  was  something  in  the  very  nature  of  organizing 
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human  beings  within  a bureaucratic  framework  that  produced 
identifiable  patterns  of  individual  and  organizational  be- 
havior* As  a political  sociologist  he  was  interested  in  how 
this  behavior  characterized  government  bureaucracies.  Be- 
cause of  the  necessity  to  allow  discretion  in  the  execution 
of  policy,  the  behavior  of  government  bureaucracies  would 

> 

tend  to  be  determined  by  the  needs  of  the  organization 
rather  than  by  the  formal  goals  of  those  who  created  it. 

This,  he  said,  posed  the  major  dilemma  of  democratic  govern- 
ment. In  Chapter  II  of  the  present  study,  an  attempt  was 
made  to  describe  the  characteristics  of  the  "natural-system” 
model  within  which  he  analyzed  bureaucracy,  and  to  show  how 
use  of  that  model  permitted  him  to  analyze  that  aspect  of 
organizational  behavior  that  he  wished  to  emphasize:  the  "ir- 
rational," 

However  much  he  concentrated  on  the  nature  of  public 
bureaucracies,  Selznick’s  primary  concern  was  not  with  the 
problem  of  how  values  are  authoritatively  allocated  for  a 
society,  that  is,  with  identifying  and  describing  the  inter- 
action of  ail  the  elements  that  determine  public  policy  under 
various  conditions.  A sociologist  is  primarily  interested 
in  the  ways  in  which  all  social  values  are  allocated  in  a 
society — through  the  church,  schools,  family,  bureaucracy, 
etc.  In  describing  these  processes,  the  sociologist  is,  of 
course,  saying  something  vitally  Important  to  those  who  are 
attempting  to  describe  how  the  authoritative  allocation  takes 
place.  He  is  telling  us  that  the  authoritative  allocation 
is  only  one  of  the  many  ways  in  which  social  values  are 
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allocated  in  the  process  of  human  interaction,  ways  which 
are  not  provided  for  in  the  formal,  rational  devices  set  up 
by  those  who  initiate  organizations.  We  ignore  this  fact  at 
our  peril. 

When,  therefore,  Selznick  approached  his  examination 
of  TVA,  these  foregoing  sociological  considerations  directed 
him  to  so  define  policy  that  any  changes  in  it  could  be 
ascribed  to  bureaucratic  behavior,  and  to  identify  as  con- 
trolling in  the  political  situation  those  imperatives  which 

i 

could  be  explained  in  terms  of  "irrational"  organizational 
behavior  rather  than  by  the  rational  system  of  decision  mak- 
ing. The  policy  which  TVA  was  to  execute  was  a "positive" 
one  of  broad  social  planning.  This,  he  said,  was  the  "vi- 
sion" of  TVA  as  conceived  by  its  initiators  and  public  sup- 
porters. His  analysis  was  made  in  terms  of  the  modifica- 
tions of  this  "vision"  of  public  policy.  When  he  came  to 
identify  the  elements  or  variables  in  the  situation  which 
interacted  to  produce  the  observed  modification  of  this  "vi- 
sion," the  elements  were  1)  the  intention  of  its  Initiators 
that  TVA  be  used  as  a weapon  in  the  fight  against  private 
utilities;  2)  the  "experimental"  nature  of  the  agency;  3) 
the  fact  that  TVA  did  not  arise  out  of  the  expressed  wishes 
of  the  region;  4)  the  managerial  autonomy  of  TVA  in  the  fed- 
eral government  structure;  and  5)  the  social  structure  of 
the  Valley. 

In  his  analysis  Selznick  told  us  that,  because  of 
the  experimental  nature  of  its  planning  program  and  because 
it  was  to  be  a weapon  in  the  fight  against  private  power, 
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TV A was  given  managerial  autonomy  in  the  federal  structure. 
The  agency,  however,  did  not  arise  out  of  the  expressed 
wishes  of  the  region;  therefore,  it  had  to  make  some  kind  of 
adjustment  to  the  environment  in  which  it  would  operate.  How 
its  adjustment  to  this  environment  resulted  in  a modification 
of  its  character  and  goals  was  explained  by  an  analysis  of 
one  major  independent  variable:  the  delegation  of  authority 
to  the  agency  with  the  concomitant  discretion  in  choosing 
the  means  by  which  it  would  execute  its  program. 

TVA,  the  analysis  went  on,  had  no  choice  in  working 
within  the  framework  of  the  existing  patterns  of  power  in 
the  community.  It  did  have  a choice,  however,  in  deciding 
whether  to  operate  its  agricultural  program  directly  with 
its  own  staff  or  to  delegate  the  administration  of  the  pro- 
gram to  an  established  institution  in  the  region.  The  pri- 
mary importance  of  the  power  program  to  David  Lilienthal  and 
the  commitment  of  Harcourt  Morgan  to  the  interests  of  es- 
tablished agricultural  institutions  in  the  region  led  these 
two  directors  to  form  an  alliance  within  the  board  which  re- 
sulted in  what  amounted  to  a "swap":  the  fertilizer-distri- 
bution program  was  delegated  to  the  Extension  Service  and 
the  power  program  was  insured  of  the  support  of  the  powerful 
agricultural  groups.  Thus  a second,  but  not-completely- 
independent  variable  was  introduced  into  the  analysis,  i.  e.. 
further  delegation  of  authority  in  the  execution  of  program, 
and  in  this  case  to  an  organized,  independent  group  outside 
the  agency.  The  effect  of  this  is  then  explained  by  another 
not-completely-independent  variable:  the  presence  in  the 
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formal  power  structure  of  the  agency  of  representatives  of 
the  outside  group.  The  Agricultural  Relations  Division  of 
TVA  was  staffed  by  former  Extension  Service  personnel  who 
were  in  a position,  as  part  of  the  formal  power  structure  of 
the  agency,  to  influence  not  only  the  agricultural  policies 
but  other  aspects  of  TVA's  program  as  well.  These  "agricul- 
turalists" considered  it  their  mission  to  defend  the  views 
of  the  land-grant  colleges  and  the  American  Farm  Bureau  in 
the  agency.  They  also  led  TVA  to  make  decisions  which  ali- 
enated it  from  other  New  Deal  agencies,  thereby  further  iso- 
lating TVA  in  the  federal  administrative  structure  and  les- 
sening the  possibility  of  extending  the  TVA-form  of  adminis- 
tration to  other  regions.  This  weakened  the  whole  concep- 
tion of  democratic  planning  as  well  as  TVA. 

The  burden  of  his  argument  in  connection  with  TVA’s 
organization  of  voluntary  associations  in  the  Valley  was  that 
through  such  activity  the  agency  might  have  effected  true 
"democratic  participation"  in  the  "determination  of  policy," 
in  the  sense  that  it  might  have  developed  a new  power  base 
in  the  region — a new  social  structure.  It  did  not  do  so, 
however,  because  it  was  dominated  by  those  interested  in  the 
maintenance  of  the  status  quo  in  the  Valley.  Thus  it  soon 
abandoned  its  early  encouragement  of  cooperative  associa- 
tions as  desirable  ends  in  themselves.  Instead,  it  organ- 
ized voluntary  associations  which  it  could  control  and 
through  which  it  could  administer  its  test-demonstration 
program  and  its  power  program.  All  of  this  was  concealed  un- 
der an  ideology  of  "democratic  participation."  It  pretended 
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to  represent  a new  approach  in  democratic  government;  actu- 
ally it  was  committed  to  protection  of  the  status  quo. 

In  at  least  two  respects  it  should  be  obvious  that, 
even  in  the  matter  of  internal  consistency,  Selznick»s  con- 
clusions do  not  follow  from  his  analysis.  In  the  first 
place,  given  the  assumptions  on  which  it  was  based,  his  anal- 
ysis did  not  show,  as  he  claimed  it  did,  that  a positive  so- 
cial policy,  such  as  planning,  may  be  negated  by  a commit- 
ment to  democratic  procedure  in  its  execution.  Rather,  the 
whole  point  of  his  analysis  was  that  TVA’s  commitment  to 
democratic  procedure  neither  arose  nor  was  it  used  as  such; 
according  to  his  analysis,  it  was  a myth,  perpetuated  by  the 
ideology  which  concealed  the  fact  that  in  neither  formal  nor 
informal  cooptation  was  there  real  democratic  participation. 

In  the  second  place,  the  analysis  did  not  show  that 
decentralized  administration  alone  can  produce  a blunting  of 
social  purpose  if  the  constituency  is  conservative.  In  or-  — 
der  to  show  this  effect,  Selznick  had  to  use  two  intermedi- 
ate variables — further  delegation  of  authority  and  coopted 
agents  in  the  formal  structure  of  the  agency— which  sup- 
posedly followed  from  the  major  variable  of  delegation  of 
authority  to  the  agency.  On  the  basis  of  his  assumptions, 
then,  his  analysis  only  indicated  that  decentralized  ad- 
ministration could  result  in  a blunting  of  social  purpose, 
if  the  constituency  is  conservative,  if  further  delegation 
of  administration  is  made  to  that  constituency,  and  if  the 
constituency  has  representation  in  the  formal  power  struc- 
ture of  the  agency. 
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It  should  be  obvious  also  that  in  neither  the  defi- 
nition of  policy,  nor  in  the  identification  and  analysis  of 
the  relevant  variables,  did  Selznick  actually  allow  for  the 
variability  of  legal  powers  and  responsibilities  or  the  ra- 
tional aspect  of  organizational  behavior  that  these  might 
have  influenced.  On  the  basis  of  the  assumptions  and  analy- 
sis described  above,  Selznick  was  able  to  tell  us  that  his 
study  had  confirmed  his  belief  that  the  major  problem  of 
democratic  government  is  the  control  of  irresponsible  bu- 
reaucracy* It  seems  almost  superfluous  to  comment  at  this 
point  that,  in  the  light  of  our  understanding  of  his  complete 
study,  all  he  was  justified  in  concluding  was  that  his  in- 
terpretation of  the  TVA  experience  did  have  such  implica- 
tions for  democratic  government,  i£  we  accept  his  interpre- 
tation of  the  public  policy  which  TVA  was  supposed  to  pursue, 
and  if  we  adopt  his  assumption  that  administrative  decisions 
are  based  solely  upon  the  responses  of  bureaucratic  organi- 
zations to  their  own  internal  needs  and  social  problems*  To 
do  this,  however,  would  only  put  us  back  where  we  began,  for 
it  still  would  not  tell  us  the  meaning  of  the  TVA  experience 
for  democratic  government. 

The  present  study  has  taken  pains  to  examine  the 
methodology  and  findings  of  Selznick* s study  of  TVA.  The 
reason  for  this  is  two-fold.  In  the  first  place,  his  work 
has  stood  now  for  over  ten  years  as  an  almost  definitive  ex- 
planation of  the  development  of  TVA  policy  in  the  first  dec- 
ade of  its  operation.  Reference  was  made  in  Chapter  II  of 
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the  present  study  to  the  fact  that  some  political  scientists 
have  accepted  his  conclusions  about  the  TVA  experience  with- 
out question*  There  is  no  indication  that  anyone  has  at- 
tempted systematically  to  show  the  nature  of  the  methodologi- 
cal tools  he  used  to  analyze  the  data  and  the  implications 
of  their  use  for  his  findings.  If,  however,  his  study  is 
significant  enough  to  become  part  of  the  literature  of  po- 
litical science,  it  is  important  that  we  understand  its 
limitations  as  well  as  its  value  for  understanding  the  po- 
litical process.  This  is  related  to  the  second  reason  for 
critically  examining  that  study.  Even  though  the  data  were 
forced  into  an  arbitrary  mold  by  Selzniek  for  purposes  of 
presenting  what  he  thought  was  significant,  his  study  pre- 
sented one  aspect  of  the  TVA  experience  which  we  cannot  ig- 
nore: that  the  "organizational"  needs  of  TVA  have  been  a 
factor  which  has  affected  its  behavior  in  the  development  of 
its  policy.  In  the  search  for  knowledge  about  the  way  in 
which  "values  are  authoritatively  allocated  for  a society," 
the  bureaucracy’s  role  in  that  allocation  is  a major  one, 
and  its  "internal"  needs  will  play  a very  real  part  in  de- 
ciding what  that  role  shall  be. 

Hypothesis  for  the  Present 
Empirical  Analysis 

As  was  pointed  out  in  the  introductory  chapter  to 
the  present  study,  both  these  values  and  limitations  of 
Selzniek* s approach  became  apparent  when  an  attempt  was  made 
to  force  the  data  of  subsequent  TVA  history  into  the  general 


mold  of  his  perspective,  and  that  this  led  to  a reconsider- 
ation of  what  the  student  of  political  science  thought  it 
important  to  understand  and  explain  about  the  history  of  TVA. 
This  further  led  to  a re-examination  of  the  history  of  the 
TVa  act  and  the  period  covered  by  Selznick  as  well  as  of  its 
subsequent  history.  The  fact  of  TVA's  behavior  in  response 
to  its  own  needs,  as  well  as  its  rational  behavior  within 
the  framework  of  statutory  powers  and  legally-structured  re- 
lationships—both  are  accounted  for  in  the  analysis  of  poli- 
cy development  which  follows  in  the  present  study.  This 
analysis  will  attempt  to  show  that  a re-examination  of  the 
process  by  which  TVA  was  created  and  by  which  it  acquired 
its  functions  and  powers  will  lead  to  a different  interpre- 
tation from  that  of  Selznick  as  to  the  public  policy  which 
was  expressed  in  the  creation  of  TVA;  and  that  when  such  re- 
definition is  made  we  can  then  analyze  the  development  of 
certain  aspects  of  TVA’s  program  so  as  to  arrive  at  a some- 
what different  conclusion  from  his  with  regard  to  behavior 
of  that  agency  and  also  to  the  central  problem  of  democratic 
government.  The  analysis  will  suggest  that  the  problem  of 
control  over  irresponsible  bureaucracies  cannot  be  considered 
apart  from  that  of  legislative  responsibility  for  policy  di- 
rective. 

The  analysis  which  follows  has  been  organized  around 
this  general  hypothesis:  TVA  has  become  a regional  institu- 
tion in  the  sense  that  not  only  has  it  become  a part  of  the 
way  of  life  of  a region,  but  that  effective  control  over  its 
goals  and  policies  has  passed  to  regional  interests;  this  can 
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be  viewed  as  a solution  to  the  problems  of  achieving  nation- 
al consensus  on  social  policy;  but  it  must  also  be  recog- 
nized as  a situation  in  which  the  void  of  national  goals  has 
been  filled  with  goals  of  the  region.  The  hypothesis  was 
intended  to  explain  and  relate  the  following  significant  fea- 
tures of  TVA’s  history: 

1.  TVA  was  the  product  of  compromise  in  the  legis- 
lative process. 

2.  Efforts  in  recent  years  by  the  federal  govern- 
ment to  make  major  changes  in  the  agency’s  power  program 
have  not  been  successful. 

3.  TVA  is  no  longer  dependent  on  the  federal  govern- 
ment for  support  of  its  power  program. 

4*  TVA’s  total  program  appears  to  be  dominated  by 
considerations  of  electric  power  and  industrial  and  commer- 
cial development  of  the  region. 

5.  TVA  has  been  a major  factor  in  changing  the  so- 
cial structure  of  the  region. 

In  Chapter  IV  the  background  of  the  act  which  cre- 
ated TVA  and  the  agency’s  subsequent  acquisition  of  powers 
and  functions  will  be  examined.  Then  in  Chapters  V and  VI 
certain  aspects  of  TVA’s  program  and  policies  will  be  ana- 
lyzed in  the  light  of  this  re-assessment.  Chapter  VII  will 
attempt  to  suggest  the  meaning  of  this  for  the  study  of  the 
political  process. 


CHAPTER  IV 


THE  POLICY  SITUATION  IN  THE 
ESTABLISHMENT  OF  TVA 


The  Muscle  Shoals  Controversy 
In  his  study  of  TVA  in  1943 » C.  Herman  Pritchett 
pointed  out  that  the  TVA  Act  of  1933  was  the  "end  product  of 
a chain  of  circumstances  set  in  motion  by  the  National  De- 
fense Act  of  1916,”  and  that  it  "is  impossible  to  understand 
the  T.V.A."  without  knowing  what  went  on  during  the  span  be- 
tween these  two  dates,  "when  under  the  name  of  the  'Muscle 
Shoals  problem'  congressional  debate  and  public  discussion 
shaped  the  solution  which  was  ultimately  adopted. "1  It  is 
perhaps  even  more  important  today  that  we  understand  what 
went  on  in  that  "formative  period"  of  TVA. 

Some  attempts  were  made  by  the  federal  and  state 
governments  between  1&2S  and  1917  to  solve  both  the  problems 
of  navigation  and  power  posed  by  the  rapids  and  rocks  of 


1C.  Herman  Pritchett,  The  Tennessee  Valley  Authority: 
A Study  in  Public  Administration  (Chapel  Hill:  University  of 
North  Carolina  Press,  i$43)»  p*  4-  The  present  discussion  of 
the  Muscle  Shoals  problem  draws  primarily  upon  the  Pritchett 
study;  U.  S.,  Congress,  House,  Committee  on  Military  Affairs, 
Mai o rity  and  Minority  Reports  of  the  Muscle  Shoals  Inquiry , 
House  £>oc.  ll$,  60th  Cong. , 1st  Sess. , 19^$,  pp.  11-3/J 
U.  S.,  Congress,  House,  Committee  on  Military  Affairs, 

Muscle  Shoals  Hearings,  72d  Cong.,  1st  Sess.,  January,  1932; 
and  unpublished  documents  in  the  Office  of  Agricultural  and 
Chemical  Development,  TVA,  Wilson  Dam,  Alabama. 
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that  section  of  the  Tennessee  River  near  Florence,  Alabama, 
known  as  Muscle  Shoals.  It  was  not  until  World  War  I,  how- 
ever, that  the  federal  government  became  actively  interested 
in  development  of  the  site.  In  order  to  insure  a domestic 
supply  of  nitrates  for  munitions  and  fertilizer,  President 
Wilson,  in  1917 » under  authority  of  the  National  Defense  Act 
of  1916,  designated  Muscle  Shoals  as  the  site  for  location 
of  nitrate  plants  and  a dam  to  generate  power  for  the  plants. 
Two  plants  were  subsequently  constructed  for  the  production 
of  ammonium  nitrate;  but  one  was  never  completed  and  the 
second  never  achieved  full  production.  After  1919,  both 
were  maintained  in  standby  condition.  The  original  plans 
called  for  the  construction  of  three  dams  for  combined  navi- 
gation and  power  at  the  site.  It  was  not  until  1925,  when 
the  largest  (now  known  as  Wilson  Dam)  was  completed,  that 
the  first  power  was  generated  at  Muscle  Shoals.  A second 
and  smaller  dam  was  completed  in  1926;  the  third  (now  Wheeler 
Dam)  was  constructed  after  TVA  took  over  the  properties. 

In  the  "tedious  course"  of  the  Muscle  Shoals  contro- 
versy, many  proposals  and  counter-proposals  for  use  of  the 
site  found  their  way  into  proposed  legislation.  In  general, 
the  various  proposals  related  to  the  development  of  both  the 
fertilizer  and  power  potentialities  at  the  site,  the  creation 
of  a government  corporation  to  operate  the  properties,  and 
the  possibility  of  developing  the  entire  Tennessee  River. 

In  the  long  history  of  this  debate,  certain  things  seemed 
evident: 

1.  The  central  issue  in  the  Muscle  Shoals 
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controversy  was  that  of  private  vs.  public  power.  This  must 
be  understood  in  a broader  historical  context  than  merely 
the  history  of  Muscle  Shoals.  Since  the  early  part  of  the 
century,  there  had  been  some  regulation  of  private  electric 
utilities  in  the  United  States,  but  such  regulation  had  been 
chiefly  carried  on  by  state  commissions.  The  result  was 
that  interstate  transmission  of  electric  power  was  immune 
from  regulation,  and  the  great  utility  holding  companies 
were  able  to  escape  effective  control  over  their  activities. 
The  weakness  of  this  control  became  apparent  after  the  crash 
of  1929*  Consumer  demands  for  lower  rates  could  not  be  en- 
forced by  the  state  commissions.  The  consumers  were  then 
joined  by  the  investors  after  the  collapse  of  the  Insull  com- 
bime  and  other  inflated  holding  groups.  This  situation  was 
brought  to  a focus  in  the  Muscle  Shoals  debates.  By  1931, 
therefore,  even  though  no  legislation  had  been  enacted  into 
law  with  regard  to  the  disposition  of  Muscle  Shoals,  Congress 
had  clearly  indicated  its  determination  that  the  Wilson  Dam 
power  plant  would  be  retained  by  the  federal  government. 

2.  Those  who  had  been  most  active  in  the  fight  to 
retain  the  plant  for  public  power,  especially  Senator  George 
Norris,  conceived  of  the  power  plant  as  a ’’yardstick”  by 
which  private  utility  rates  and  services  could  be  measured 
for  regulatory  purposes,  and  for  realizing  the  "social  and 
economic  potentialities  of  cheap  electricity,”  especially  in 
rural  areas. 2 


2Pritchett,  op.  cit..  pp.  17-lS 
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3.  The  issue  of  what  to  do  with  the  fertilizer 
plants  ceased  to  be  a major  consideration  in  the  controversy 
after  the  first  few  years.  It  was  "mentioned  only  as  a cam- 
ouflage by  those  who  had  their  eyes  on  the  power  potentiali- 
ties. n3  Furthermore!  there  was  never  any  clear-cut  resolu- 
tion of  the  issue  of  whether  the  nitrate  plants  should  be 
used  for  purposes  of  fertilizer  experimentation  or  commercial 
production. 

4*  The  idea  of  a government-owned  corporation  "was 
inextricably  bound  up  with  the  Muscle  Shoals  project. "4  It 

t 

was  incorporated  in  proposed  legislation  as  early  as  1919 , 
"and  it  was  accepted  by  Senator  Norris  and  by  the  drafters 
of  almost  all  of  the  important  Muscle  Shoals  measures. "5 

5.  Prior  to  Franklin  D.  Roosevelt’s  election  to  the 
presidency  in  1932,  none  of  the  plans  for  the  development  of 
Muscle  Shoals  had  included  the  idea  of  a planning  agency  for 
the  "unified  development"  of  the  region.  "The  notion  that  a 
river  system  might  be  developed  on  a planned  basis  with  a 
view  to  using  all  its  potentialities  was  slow  in  growing. "6 
The  determination  to  retain  the  properties  for  public  U3e 
did  reflect  to  some  extent  the  influence  of  the  evolving  con- 
cept of  "conservation"  and  planned  development  of  natural  re- 
sources. There  was  in  the  country  a slowly  growing  awareness 

3lbid.,  p.  17. 

4lbid. . p.  27. 

5lbid. . p.  22. 


6lbid. . p.  19. 
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of  the  potential  of  water  resources  for  a number  of  inter- 
related purposes,  including  irrigation,  power,  flood  control, 
soil  erosion,  navigation,  recreation,  and  fish  and  game  pro- 
tection. Senator  Norris’  early  interest  in  the  possibility 
of  storage  dams  on  the  upper  reaches  of  the  Tennessee  River, 
however,  was  primarily  for  the  purposes  of  developing  elec- 
tric power  and  for  navigation.  The  final  report  of  the  Army 
Corps  of  Engineers  in  1930,  pointing  to  the  necessity  of 
flood  control  on  the  river  in  order  to  achieve  navigation, 
water  power  development,  and  flood  control  in  the  Valley, 
nevertheless,  assumed  that  the  federal  government’s  only  in- 
terest was  to  provide  a navigable  waterway  and  not  to  build 
dams  and  dispose  of  power.  Congress  accepted  this  assumption 
when  it  adopted  the  Tennessee  River  project  by  statute  in 
1930.  Thus,  as  Pritchett  reminds  us,  the  "unified  develop- 
ment of  the  Tennessee  River  was  , . . still  in  the  planning 
and  discussion  stage  in  1933. "7 

The  Creation  of  TVA 

It  seems  apparent  that  prior  to  1933  Congress  had 
conceived  only  of  a government  corporation  which  was  to  pro- 
duce and  sell  electric  power  and  to  engage  in  fertilizer  ex- 
perimentation and/or  production.  This  conception  was  certain 
to  be  realized  when  Franklin  D.  Roosevelt  assumed  the  presi- 
dency in  1932,  for  the  new  administration  came  into  office 
with  the  promise  to  establish  a policy  which  would  protect 
utility  consumers  and  small  investors  and  curb  the  power  of 


7lbid. . pp.  21-22. 
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those  who  had  dominated  the  industry.  President  Roosevelt, 
however,  also  brought  a new  conception  to  the  Muscle  Shoals 
development.  He  conceived  of  the  project  as  a device  for 
government  "planning"  for  an  entire  region.  Pritchett  has 
offered  an  explanation  of  what  this  meant  for  Roosevelt: 

State  planning  meant  for  him  an  attack  on  the 
problem  of  land  utilization,  proceeding,  on  the 
basis  of  a detailed  soil  and  land  use  survey,  to- 
ward the  goal  of  devoting  land  to  its  best  use. 

It  meant  the  withdrawal  of  sub-marginal  land  from 
agriculture  and  a policy  of  reforestation,  with 
consequent  effects  in  such  diverse  fields  as  the 
prevention  of  floods  and  the  reduction  of  the 
costs  of  local  government.  Planning  meant  for  him 
the  taking  of  steps  which  would  ensure  a better 
distribution  of  population,  removing  an  excess 
from  the  cities,  restoring  a balance  between  indus- 
try and  agriculture.  And  planning  had  for  him  the 
challenge  of  the  new,  the  untried. 6 

What  Pritchett  and  some  others  have  not  stressed,  however, 

is  that  "planning"  for  Roosevelt  in  1932  also  meant  provid- 

ing  some  useful  public  works  which  would  not  be  competitive 

with  private  enterprise  but  which  would  provide  employment 

in  the  Depression.  And  the  Tennessee  Valley  region  had  long 

been  a depressed  area. 

Despite  his  expanded  conception  of  the  function  of 
the  Muscle  Shoals  properties,  Roosevelt  did  not  offer  a new 
bill  incorporating  his  views. 9 At  his  suggestion  a number 
of  bills  were  introduced,  "but  all  followed  the  lines  of  pre- 
vious Muscle  Shoals  measures.  The  statute  which  finally 


Slbld..  p.  28. 

SSee  U.  S.,  Congress,  House,  Committee  on  Military 
Affairs,  Muscle  Shoals  Hearings.  72d  Cong.,  1st  Sess., 
April,  193^. 
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emerged  was  the  product  of  compromise, ”1°  The  act,  which 
was  approved  by  Congress  on  May  16,  1933,^-  created  a govern- 
ment corporation— the  Tennessee  Valley  Authority— to  assume 
control  over  the  Muscle  Shoals  properties  and  to  utilize  the 
nitrate  plants  there  for  commercial  or  experimental  fertiliz- 
er purposes  and  to  sell  the  surplus  power  generated  by  Wilson 
Dam,  using  the  corporation's  own  transmission  lines.  Most  of 
these  provisions  were  taken  directly  from  previous  bills. 

The  additional  role  which  Roosevelt  had  in  mind  for  TVA  was 
set  forth  in  two  provisions  which  had  not  been  in  previous 
measures.  Section  4(j)  authorized  the  new  agency  to  con- 
struct dams,  power-houses,  and  navigation  projects  in  the 
Tennessee  River  and  its  tributaries.  Section  22  authorized 
the  President  to  make  "surveys  of  and  general  plans"  for  the 
Tennessee  River  basin  region— an  authority  which  was  immedi- 
ately delegated  by  Roosevelt  to  TVA— which  could  help  Con- 
gress and  the  states 

, . , in  guiding  and  controlling  the  extent,  sequence, 
and  nature  of  development  that  may  be  equitably  and 
economically  advanced  through  the  expenditure  of  pub- 
lic funds,  or  through  the  guidance  or  control  of  pub- 
lic authority,  all  for  the  general  purpose  of  foster- 
ing an  orderly  and  proper  physical,  economic,  and  so- 
cial development  of  said  areas.  . . . 

In  order  to  carry  out  the  purposes  of  this  authorization, 

Section  2 3 directed  the  President  to  recommend  from  time  to 

time  legislation  leading  to 

...  (1)  the  maximum  amount  of  flood  control;  (2) 
the  maximum  development  • . . for  navigation  pur- 
poses; (3)  the  maximum  generation  of  electric  power 


lOlbid.,  p.  29. 


llU.  S.,  Statutes  at  Large.  XLVIII,  56. 
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consistent  with  flood  control  and  navigation;  (4)  the 
proper  use  of  marginal  lands;  (5)  the  proper  method 
of  reforestation  • • • and  (6)  the  economic  and  so- 
cial well-being  of  the  people  living  in  said  river 
basin. 

Thus  an  agency  which  was  conceived  of  by  some  as  a 
great  experiment  in  social  planning  was  to  base  its  planning 
program  on  two  vague  powers  which  it  could  exercise  by  in- 
direct delegation  of  an  authority  granted  in  provisions 
which  made  no  mention  of  the  agency.  It  was  this  which  led 
a critical  though  partisan  observer  such  as  Pritchett  to 
conclude: 

It  must  be  admitted,  however,  that  there  was  lit- 
tle Congressional  interest  in  or  comprehension  of 
these  new  powers  given  the  Authority.  It  was  clear 
that  Congress  was  still  planning  for  a power  and  fer- 
tilizer corporation,  and  had  attempted  no  serious  and 
thoroughgoing  adaptation  of  the  Muscle  Shoals  plans 
previously  developed  to  the  needs  of  the  unique  type 
of  organization  which  was  now  contemplated.  From 
the  statutory  point  of  view,  the  Tennessee  Valley 
Authority  was  merely  the  Muscle  Shoals  corporation  of 
previous  years,  with  some  additional  ill-defined 
powers  and  functions.12 

There  are  certain  other  facts  about  the  legislation 
establishing  TV A that  are  significant  for  the  present  dis- 
cussion. In  the  first  place,  although  the  1933  act  gave  TVA 
broad  authority  to  construct  dams,  reservoirs,  power  houses, 
power  structures,  transmission  lines,  navigation  projects, 
and  incidental  works  in  the  Tennessee  River  and  its  tribu- 
taries, it  did  not  authorize  any  specific  program  of  proj- 
ects. It  did  authorize  that  either  the  Secretary  of  War  or 
the  Secretary  of  the  Interior  undertake  the  construction  of 
what  was  to  be  Norris  Dam  at  Cove  Creek.  An  alternative 


l2Pritchett,  op.  cit..  p.  30 
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provision  in  the  bill,  authorizing  the  President  to  place 
the  control  of  construction  for  this  dam  "in  the  hands  of 
such  engineer  or  engineers  taken  from  private  life  as  he  may 
desire,”  enabled  President  Roosevelt  by  executive  order  to 
place  Arthur  E.  Morgan,  chairman  of  the  TVA,  in  control  and 
direct  that  the  work  be  carried  out  by  TVA. 

A second  point  is  that  the  1933  act  did  not  give  TVA 
responsibility  for  developing  the  nine-foot  channel  in  the 
Tennessee  River.  That  project  had  been  authorized  by  Con- 
gress in  1930,13  and  the  Army  Corps  of  Engineers  began  pre- 
liminary work  on  it  in  1932  when  they  undertook  the  construc- 
tion of  the  lock  at  the  Wheeler  Dam  site.  TVA’s  role  in  the 
development  of  the  entire  river  was  made  possible  only  after 
two  events.  In  October,  1933 » President  Roosevelt  requested 
TVA  to  assume  responsibility  for  the  construction  of  Wheeler 
Dam  as  a measure  to  relieve  unemployment  in  the  region. 14 
Subsequently,  an  amendment  to  the  TVA  act  in  1935  gave  TVA 
authority  to  lay  before  Congress  plans  to  make  the  river 
navigable  by  a system  of  dams  which  would  provide  a nine- 
foot  channel  for  navigation  from  Knoxville  to  the  mouth  of 
the  river  and  which  would  control  destructive  flood  waters 
in  the  Tennessee  and  Mississippi  River  drainage  basins. 15 
On  the  basis  of  this  authorization,  TVA  presented  to  Congress 


^Rivers  and  Harbor  Act  of  1930, 
at  Large.  XL VI,  913,  927-523. 


in  U.  S.,  Statutes 


44Franklin  D.  Roosevelt,  The  Year  of  Crisis.  1933. 
Vol.  II  of  The  Public  Papers  and  Addresses  of  Franklin  D. 
Roosevelt . comp.  Samuel  I.  feosenman  (New  Iforks  Random  House, 
1538),  p.  124. 

x5u.  S.,  statutes  at  Large.  XLVIII,  61. 


69 

in  March,  1936,  its  recommended  dam  construction  program. 16 
That  program  set  forth  a plan  for  the  development  of  the 
main  river  from  Paducah  to  Knoxville  by  nine  major  dams 
(high  dams  as  opposed  to  the  low-dam  plan  recommended  by 
Army  Engineers  in  1930),  and  three  large  storage  dams  on 
tributaries  of  the  Tennessee  River.  The  entire  program  was 
to  be  completed  by  the  end  of  1943* 

A third  point  about  the  act  which  created  TVA  is 
that,  while  it  obviously  intended  that  the  agency1 s ferti- 
lizer program  was  to  be  national  rather  than  merely  regional 
in  scope,  it  did  not  reflect  any  further  articulation  of  a 
national  fertilizer  policy  than  had  the  various  proposals  in 
the  Muscle  Shoals  measures.  Section  5(d)  of  the  act  author- 
ized the  agency  to 

. . . manufacture  and  sell  fixed  nitrogen,  fertilizer, 
and  fertilizer  ingredients  at  Muscle  Shoals  by  the  em- 
ployment of  existing  facilities,  by  modernizing  exist- 
ing plants,  or  by  any  other  process  or  processes  that 
in  its  judgment  shall  appear  wise  and  profitable  for 
the  fixation  of  atmospheric  nitrogen  or  the  cheapen- 
ing of  the  production  of  fertilizer. 

Under  Section  5(b),  the  new  forms  of  fertilizer  thus  pro- 
duced were  to  be  tested  under  conditions  of  "large-scale 
practical  use,”  and  in  discharging  this  responsibility  the 
agency  could  cooperate  with,  and  donate  or  sell  its  products 
to,  state  agricultural  colleges,  county  demonstration 
agents,  and  farmers  or  associations  of  farmers.  The  purpose 
of  the  program  was  "to  improve  and  cheapen  the  production" 

l6Tennessee  Valley  Authority,  The  Unified  Development 
of  the  Tennessee  River  System  (Knoxville,  1936). 
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of  fertilizer  and  encourage  its  use,  but  the  real  issue  in- 
volved in  the  production  and  distribution  of  fertilizer  was 
not  resolved.  The  agency  could  engage  in  experimentation 
and/or  commercial  production.  The  problem  of  deciding  wheth- 
er or  not  to  engage  in  what  was  bound  to  be  a highly  contro- 
versial activity — competitive  production — was  left  to  the 
discretion  of  the  agency.  Furthermore,  TVA  could  produce 
the  fertilizers  itself  and/or  contract  with  private  ferti- 
lizer producers  for  such  materials  to  be  used  in  its  program 
of  encouraging  the  testing  and  use  of  fertilizers. 

Another  significant  feature  or  set  of  features  in 

the  creation  of  TVA  is  related  to  the  power  program.  As 

pointed  out  above,  when  the  act  was  passed  in  1933,  TVA  had 

not  been  given  the  task  of  developing  the  river  channel; 

therefore,  the  power  referred  to  in  the  act  was  only  that 

provided  at  Wilson  Dam.  With  regard  to  that  power,  Section 

11  of  the  act  authorized  TVA 

...  to  sell  the  surplus  power  not  used  in  its  oper- 
ations ...  and  in  the  s ale  of  such  current  by  the 
board  it  shall  give  preference  to  States,  counties, 
municipalities,  and  cooperative  organizations  of 
citizens  or  farmers,  not  organized  or  doing  business 
for  a profit.  • . • 

Power  could  also  be  sold  to  industry,  but  only  as  a ’’second- 
ary  purpose’1  or  in  order  to  maintain  a high  load  factor,  and 
any  power  sold  to  utility  companies  for  resale  at  a profit 
was  to  be  regulated  under  contract  as  to  resale  rates.  Fur- 
thermore, TVA  was  authorized  to  distribute  the  power  through 
its  own  transmission  lines.  When  the  act  was  amended  in 
1935  to  authorize  TVA  to  undertake  the  development  of  the 
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river  channel,  these  provisions  were  retained,  and  a new  sec- 
tion, 9(a),  was  added  to  provide  that  TVA  could  sell  power 
generated  at  any  of  its  dams  as  an  ’’incident”  to  the  primary 
purposes  of  navigation  and  flood  control.  It  was  thereby 
provided  with  a ’’constitutional  prop"  to  justify  its  sale  of 
power  under  the  power  of  Congress  to  regulate  navigation  in 
the  exercise  of  authority  under  the  Commerce  Clause.  At  this 
same  time,  TVA  asked  for  a further  amendment  which  would  al- 
low it  to  issue  $100  million  in  bonds  in  order  to  acquire 
transmission  lines  and  existing  distribution  systems.  Con- 
gress refused  to  grant  this  authorization,  but  instead  al- 
lowed TVA  to  issue  $50  million  in  bonds  to  extend  credit  to 
municipalities  and  cooperatives  to  acquire  their  own  systems. 

In  connection  with  the  power  program,  it  also  should 
be  pointed  out  that  among  the  Muscle  Shoals  properties  which 
TVA  acquired  at  its  very  creation  was  a 60,000  kilowatt  steam 
plant.  Any  incompatibility  of  steam  generation  with  the  "in- 
cidentalness" of  selling  only  power  generated  by  dams  built 
for  navigation  and  flood  control,  therefore,  was  actually 
authorized  by  Congress. 

A final  point  to  be  considered  has  to  do  with  TVA’s 
organizational  form  and  position  in  the  administrative  struc- 
ture of  the  federal  government— its  so-called  "managerial 
autonomy."  The  point  has  already  been  made  that  most  of  the 
important  measures  introduced  during  the  long  history  of  the 
Muscle  Shoals  debate  provided  for  a government-owned  corpo- 
ration to  operate  the  properties  involved.  This  same  inten- 
tion was  expressed  by  President  Roosevelt  in  his  message  to 
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Congress  requesting  the  creation  of  TVA,^7  and  by  the  con- 
gressional conference  committee  in  its  report  on  the  TVA 
bill.1^  In  this  regard,  Pritchett  has  reminded  us  that  the 
federal  government's  experience  with  government  corporations 
dated  back  to  1904,  when  the  United  States  purchased  the 
Panama  Railroad  Company.  At  the  time  TVA  was  created,  there- 
fore, "the  theory  of  corporate  freedom  was  well  understood 
and  was  solidly  based  on  the  prevailing  practices. "19  In 
general,  these  corporations  had  been  characterized  by  a 
board  of  directors,  the  right  to  sue  and  be  sued,  by  freedom 
in  financing,  purchasing,  and  personnel,  and  by  freedom  from 
"congressional  interference." 

The  TVA  Act  of  1933  created  a corporation  which 
could  sue  and  be  sued,  headed  by  a three-man  board  of  direc- 
tors, appointed  by  the  President  by  and  with  the  advice  and 
consent  of  the  Senate  for  nine-year  terms,  and  subject  to  re- 
moval by  a concurrent  resolution  of  the  Senate  and  House  of 
Representatives.  The  chairman  of  the  board  was  to  be  desig- 
nated by  the  President.  Except  for  the  Muscle  Shoals  prop- 
erties, however,  this  corporation  was  given  no  capital.  Fur- 
thermore, its  authority  to  issue  bonds— to  a maximum  of  $50 


17U.  S.,  President  (Franklin  D.  Roosevelt),  Muscle 
Shoals  Development;  Message  from  the  President  of  the  United 
States  Transmitting  a Request  for  Legislation  to  Create  a 
Tennessee  Valley  Authority  • • .,  73d  Congress,  1st  Sess., 
House  Doc.  15  (Washingtons  U.  S.  Government  Printing  Office, 
1933). 

1&U.  S.,  Congress,  House,  Conference  Report  on  Oper- 
ations  of  Muscle  Shoals  Properties,  House  Report  13^,  73d 
Cong.,  1st  Sess.,  May  15,  


19 Ibid 
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million— was  limited  in  the  original  act  to  use  for  construc- 
tion purposes.  For  all  other  purposes,  therefore,  it  was 
necessary  for  TVA  to  go  through  the  same  procedure  as  any 
regular  government  agency,  i.  e. . the  review  of  estimates  by 
the  Bureau  of  the  Budget  and  the  appropriation  of  funds  by 
Congress  for  each  fiscal  year. 

The  usual  practice  with  regard  to  government  corpo- 
rations has  been  to  allow  them  to  retain  the  revenues  from 
their  own  operations.  The  original  TVA  act  required  that  the 
net  proceeds  from  the  sale  of  power  be  paid  into  the  Treas- 
ury, but  only  at  the  end  of  the  year.  By  1935,  however,  TVA 
was  assured  of  being  able  to  retain  all  of  its  revenues  by 
an  amendment  to  the  law  which  permitted  the  agency  to  deduct 
from  its  gross  revenues  such  part  of  its  proceeds  "as  in  the 
opinion  of  the  Board  shall  be  necessary  for  the  Corporation 
in  the  operation  of  dams  and  reservoirs,  in  conducting  its 
business"  in  the  programs  of  power  and  fertilizer. 20  Refer- 
ence has  already  been  made  to  the  fact  that  at  this  same 
time  the  act  was  amended  to  permit  TVA  also  to  issue  bonds 
to  a maximum  of  #50  million  in  order  to  assist  public  agen- 
cies and  cooperatives  to  acquire  their  own  transmission  sys- 
tems. On  the  matter  of  interest  payments  and  amortization, 
both  the  original  act  and  these  amendments  were  silent.  As 
Pritchett  noted,  however,  even  as  early  as  1934,  "Congress 
had  indicated  that  it  expects  a substantial  return  on  the 
moneys  advanced  to  the  T.V.A."21 

2^11.  S.,  Statutes  at  Large.  XLDC,  1029* 

21Pritchett,  op.  cit..  p.  239. 
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The  original  act  was  also  silent  on  the  matter  of 
the  extent  to  which  the  corporation  was  accountable  in  its 
financial  transactions  to  the  Comptroller  General,  or  was 
subject  to  control  under  general  federal  statutes,  as,  for 
example,  in  the  requirement  that  government  agencies  act 
through  the  Department  of  Justice  in  condemning  land*  The 
act's  requirement  only  that  the  Comptroller  General  audit 
and  report  on  the  corporation's  books  once  a year  led  to  a 
long  controversy  which  was  not  settled  until  1941*  An  amend- 
ment in  that  year  incorporated  the  "compromise"  that  TVA  was 
accountable  to  the  Comptroller  General  under  the  Budget  and 
Accounting  Act  but  was  limited  only  by  the  provisions  of  the 
TVA  act  in  authorizing  expenditures  and  settling  claims. 22 
Although  no  government  corporation  in  this  country 
has  ever  achieved  complete  "corporate  freedom,"  it  is  obvious 
that  in  several  major  respects  TVA  had  less  than  that  enjoyed 
by  most  such  organizations.  At  the  same  time  it  had  perhaps 
greater  freedom  in  the  sense  that  control  over  many  of  its 
activities  was  made  difficult  by  the  failure  of  the  law  to 
spell  out  its  accountability  under  general  federal  statutes. 

The  Significance  of  the  Situation 
The  foregoing  brief  analysis  has  thus  attempted  to 
throw  some  light  on  the  public  policy  which  was  expressed 
with  the  creation  of  TVA  and  with  further  additions  to  its 
powers  and  functions  in  the  first  few  years  after  its  estab- 
lishment, when  it  was  assuming  its  general  shape  and 

22u.  S.,  Statutes  at  Large.  LXV,  775* 


character.  No  effort  was  made  to  summarize  all  of  the  pro- 
visions of  the  Act.  Rather,  the  purpose  was  to  bring  togeth- 
er in  meaningful  terms  the  provisions  which  seemed  most 
clearly  to  indicate  what  major  policy  or  policies  were  given 
expression  by  the  creation  of  TVA  and  how  they  were  expressed. 
The  analysis  was  intended  to  indicate  what  ’’legal”  elements 
could  be  expected  to  influence  the  behavior  of  the  agency 
which  was  created  in  that  policy— elements  which  would  in- 
fluence its  behavior  both  in  its  ’’organizational”  needs  to 
adjust  to  and  secure  itself  in  its  environment  and  in  its 
"rational”  attempts  to  discharge  its  legal  responsibilities. 

In  summary,  that  analysis  would  suggest  the  follow- 
ing: 

1.  In  one  sense  TVA,  somewhat  like  Liza,  ’’just 
grew.”  It  did  not  acquire  the  major  responsibility  of  pro- 
viding the  nine-foot  channel  in  the  river  until  several 
years  after  its  creation.  Yet  this  responsibility  was  an 
integral  part  of  any  attempt  to  bring  about  the  unified  de- 
velopment of  the  river. 

2.  When  it  passed  the  original  act  in  1933 » Con- 
gress intended  primarily  to  create  a national  power  and  fer- 
tilizer agency.  The  Great  Depression,  Roosevelt,  and  the 
New  Deal  provided  the  impetus  by  which  those  interested  but 
thus  far  frustrated  in  attempts  to  use  Muscle  Shoals  for 
this  purpose  brought  their  efforts  to  realization.  The  act 
and  its  amendments  in  the  first  few  years  has  left  no  doubt 
about  what  the  agency  was  to  do  with  regard  to  establishing 
a power  program  in  the  region  or  how  it  was  to  do  it. 
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3*  Any  plans  envisioned  by  President  Roosevelt  and 
the  New  Deal  Administration  for  using  the  agency  as  an  ex- 
periment in  "social  control”  and  ’’planning"  were  subordinated 
to  the  major  purposes  of  power  and  fertilizer  (and  later  nav- 
igation and  flood  control),  and  hac  to  be  brought  in  "by  the 
back  door."  In  the  absence  of  specific  powers  to  regulate 
agriculture,  industrial  development,  forestry  practices, 
etc.,  control  over  the  development  of  the  region  could  be 
exercised  only  in  connection  with  the  specific  functions  of 
fertilizer,  power,  and  navigation  and  flood  control. 

4.  In  providing  for  "preference"  and  financial 
assistance  to  cooperatives  and  state  and  local  governments 
in  the  power  program,  the  act  had  the  effect  of  establishing 
an  interdependence  between  TVA  and  the  region  in  the  adminis- 
tration of  the  power  program. 

5.  The  combination  in  one  agency  of  a national  fer- 
tilizer program  uninformed  with  clear  purpose  and  a power 
program  dependent  upon  regional  cooperation  for  its  success 
made  it  likely  that  regional  considerations  would  play  a ma- 
jor part  in  the  fertilizer  program. 

6.  By  giving  TVA  some  of  the  advantages  of  discre- 
tion in  the  decentralized  corporate  form,  but  placing  it  in 
a position  of  seeking  appropriations  for  a major  part  of  its 
program;  and  by  the  failure  to  define  the  agency’s  relation- 
ship to  other  parts  of  the  federal  administrative  structure, 
the  act  created  a situation  which  would  further  orient  TVA 
to  the  region. 
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The  purpose  of  this  chapter  has  been  to  indicate  the 
nature  and  implications  of  the  legal  authority  and  relation- 
ships with  which  TVA  was  to  carry  out  its  responsibilities. 
It  was  intended  to  clarify  the  matter  of  the  "goals"  that 
were  entrusted — or  not  entrusted — to  those  who  were  to  ad- 
minister and  thus  give  further  shape  to  the  policy  as  it  was 
formulated  up  to  that  point.  In  Chapters  V and  VI  an  at- 
tempt will  be  made  to  show  the  significance  of  these  factors 
for  the  way  in  which  policy  developed. 


CHAPTER  V 


THE  POLICY  SITUATION  AND  THE 
FERTILIZER  PROGRAM 

Relevant  Features  of  Internal  Organization 
The  purpose  of  this  chapter  is  to  relate  the  previ- 
ously defined  policy  situation  to  what  can  be  considered  key 
decisions  made  by  TVA  with  regard  to  one  of  its  programs, 
that  of  fertilizer  research  and  development.  In  the  next 
chapter  a similar  type  of  analysis  will  be  made  with  regard 
to  the  power  program  of  TVA.  The  brief  sketch  which  immedi- 

t 

ately  follows  is  intended  to  serve  as  a point  of  reference 
for  the  administrative  framework  within  which  the  key  deci- 
sions of  both  those  programs  were  made  and  carried  out. 

TVA  began  its  operations  in  1933  under  an  actl  which 
provided  for  a full-time  board  of  directors  but  no  general 
manager  or  executive  head  of  the  agency.  A chairman  was  to 
be  designated  by  the  President  but  the  act  conferred  no  spe- 
cial  powers  in  his  office.  Each  member  of  the  board,  there- 
fore, was  in  a position  to  decide  for  himself  the  extent  to 
which  he  would  participate  in  the  actual  administration  of 
the  agency* s program.  In  June,  1933 » the  board  designated 
its  chairman,  A.  E.  Morgan,  as  general  manager.  This  plan, 


!U.  S.,  Statutes  at  Large.  XLVIII, 
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however,  soon  proved  to  be  unworkable,  and  several  months 
later  a new  plan  of  organization  was  adopted,  providing  for 
a dividing  up  among  the  three  directors  of  the  primary  re- 
sponsibility for  each  major  phase  of  TVA’s  program. 2 Chair- 
man Morgan  assumed  responsibility  for  the  general  engineer- 
ing program,  land  and  regional  planning,  forestry,  raw  ma- 
terials for  the  fertilizer  program,  and  various  other  mis- 
cellaneous functions.  Harcourt  Morgan  was  given  supervision 
of  all  matters  pertaining  to  agriculture,  the  chemical  re- 
search and  production  program,  and  public  relations  general- 
ly in  the  area.  David  Lilienthal  headed  up  all  activities 

• . • \ 

relating  to  the  power  program,  legal  matters,  and  land  ac- 
quisition. 

This  assumption  of  direct  administrative  responsi- 
bility only  served  to  compound  the  difficulties  which  had 
arisen  in  personal  relationships  among  members  of  the  board, 
especially  between  A.  E.  Morgan  and  Lilienthal.  It  was  not 
until  after  the  latter’s  reappointment  to  the  board  in  May, 
1937*  that  a general  manager  was  appointed  to  coordinate  the 
work  of  the  departments  in  the  agency.  As  part  of  this  same 
reorganization,  Lilienthal  ceased  to  have  direct  administra- 
tive responsibility  for  the  power  program,  and  a position  of 
chief  power  economist  was  created  to  assume  responsibility 
for  the  two  power  departments,  power  planning  and  power 

2For  a discussion  of  the  administrative  organization 
of  TV A up  to  1942,  see  C.  Herman  Pritchett,  The  Tennessee 
Valley  Authority:  A Study  in  Public  Administration  (Chapel 
Hill:  University  of  Uorth  Carolina  Press,  1^4-3). 
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operations.  This  position,  however,  was  never  filled,  and 
coordination  of  the  two  departments  was  left  to  the  general 
manager.  Further  reorganization  in  1941  reflected  a change 
in  emphasis  from  construction  and  development  to  actual  oper- 
ations: the  position  of  a manager  of  power  was  created  to 
control  three  major  power  departments— power  engineering  and 
construction,  power  operations,  and  power  utilization. 

Also  in  this  reorganization,  the  position  of  chief 
conservation  engineer  was  created  to  coordinate  the  three 
departments  of  chemical  engineering,  agricultural  relations, 
and  forestry  relations.  The  department  of  chemical  engineer- 
ing had  been  organized  for  research  in  and  production  of  fer- 
tilizer materials,  and  for  direct  control  over  the  physical 
plant  at  Muscle  Shoals.  Prior  to  this  reorganization  it  had 
been  under  the  general  supervision  of  Director  Harcourt  Mor- 
gan and  under  the  immediate  supervision  of  Dr.  Harry  Curtis, 
chief  chemical  engineer,  later  to  be  appointed  to  the  board 
of  directors.  The  position  of  chief  conservation  engineer 
was  filled  by  C.  Neil  Bass,  a former  official  of  the  city  of 
Knoxville  and,  since  1933,  assistant  to  Harcourt  Morgan, 

At  this  point  it  is  necessary  to  comment  briefly  on 
the  "A.  E.  Morgan  controversy,”  which  led  to  his  subsequent 
dismissal  by  the  President.  There  were  many  points  of  major 
difference  between  A.  E,  Morgan  on  the  one  hand,  and  H.  A. 
Morgan  and  David  Lilienthal  on  the  other.  Two  important 
points  of  difference  which  were  aired  by  A.  E.  Morgan  related 
to  the  conduct  of  the  agricultural  and  power  programs.  For 
one  thing,  he  disapproved  of  the  fact  that  part  of  TVA's 


fertilizer  program  had  been  delegated  to  the  land  grant  col- 
leges, thereby  creating  a T,powerful  political  bureaucracy.’* 
He  also  objected  to  the  general  direction  which  the  power 
program  had  taken,  especially  to  the  claims  of  "yardstick” 
for  a program  that  involved  "hidden"  subsidies  to  local  pub- 
lic power  systems.  It  is  sufficient  to  note  here  that  the 
final  outcome  of  the  case  was  the  removal  of  Chairman  Morgan 
in  193S,  and  the  designation  of  Harcourt  Morgan  to  the  chair- 
manship at  the  same  time. 

The  general  administrative  arrangements  regarding 
management  of  the  power  program  and  the  coordination  of  the 
fertilizer  and  agricultural  relations  program  under  the 
chief  conservation  engineer  remained  substantially  unchanged 
from  1942  until  194&.3  In  that  period,  Harcourt  Morgan  had 
relinquished  the  chairmanship  of  TVA  to  become  vice-chairman 
in  1941 ; Lilienthal  had  been  appointed  chairman  by  the  Pres- 
ident, but  later  resigned  (in  1946)  to  become  chairman  of 
the  Atomic  Energy  Commission;  Senator  James  Pope  had  been 
appointed  to  the  board  in  1942;  Gordon  Clapp,  who  had  been 
general  manager,  was  appointed  to  fill  the  chairmanship  of 
the  agency  and  the  remainder  of  Lilienthal’ s board  term; 

H.  A.  Morgan  retired  from  the  board  in  194S,  and  Dr.  Harry 
Curtis,  who  had  been  director  of  chemical  engineering,  was 
appointed  to  succeed  him.  In  that  same  year,  the  position 

3Except  where  specifically  noted,  the  discussion 
which  follows  on  the  organization  of  the  agency  draws  upon 
organization  charts  and  organization  bulletins  in  the  office 
of  L.  J.  Van  Mol,  Assistant  General  Manager  and  Chief  Budget 
Officer,  Tennessee  Valley  Authority,  Knoxville;  and  conver- 
sations with  various  staff  members  of  TVA. 


of  chief  conservation  engineer  was  abolished  and  the  divi- 
sions of  chemical  engineering  and  agricultural  relations, 
which  had  been  subordinate  to  that  office,  were  restored  to 
their  former  independent  positions,  reporting  directly  to 
the  general  manager.  The  office  of  the  manager  of  power  be- 
came the  office  of  power  in  this  reorganization,  but  its  po- 
sition in  the  total  administrative  structure  remained  as 
formerly;  and  the  division  of  chemical  engineering  became 
the  office  of  chemical  engineering.  James  Pope  retired  from 
the  Board  in  1951  and  Raymond  Paty  was  appointed  to  fill  his 
unexpired  term. 

In  1952,  the  office  of  power  was  expanded  by  the  es- 
tablishment of  a division  of  power  supply.  Gordon  Clapp’s 
term  as  chairman  expired  in  1952,  but,  despite  much  pressure 
from  the  region  and  from  various  public  power  groups  through- 
out the  country,  he  was  not  reappointed  by  President  Eisen- 
hower. Instead,  Herbert  Vogel,  a retiring  brigadier-general 
from  the  Army  Corps  of  Engineers,  was  appointed  to  the  posi- 
tion.4 Vogel’s  appointment  was  made  in  the  early  stages  of 
the  Administration’s  efforts  to  restrict  TVA’s  expansion  by 
the  Dixon-Yates  contract.  There  is  little  reason  to  doubt 
the  general  view  expressed  in  the  region  and  in  TVA— even  by 
some  of  those  on  the  staff  who  now  admire  him— that  Vogel 
was  put  into  the  agency  with  a mandate  to  effectuate  TVA’s 
acceptance  of  that  contract.  This  task  would  not  be 

4See  U.  S.,  Congress,  Senate,  Committee  on  Public 
Works,  Hearings  on  Nomination  of  Herbert  D.  Vogel.  83d  Cong., 
2d  Sess.,  1954* 


unacceptable  to  a former  "Army  Engineer  man"  who  saw  the  role 
of  the  federal  government  in  the  region  to  be  primarily  that 
of  providing  navigation  and  flood  control*  His  actions  in 
the  first  year  or  two  at  TV A led  to  a widely-held  assumption 
that  his  mandate  was  even  broader  than  that  involved  in  the 
Dixon-Iates  contract.  He  was  cast  into  immediate  conflict 
not  only  with  the  other  two  board  members  but  also  with  most 
of  the  staff  and  the  groups  in  the  region,  especially  the 
power  distributors.  Today,  however,  most  of  these  groups 
feel  that  Vogel  has  "identified  himself  with  the  interests 
of  TV A and  the  region." 

On  Paty's  death  in  1957 1 President  Eisenhower  named 
Arnold  R.  Jones,  who  had  been  a deputy  in  the  Bureau  of  the 
Budget,  to  the  board. 5 Jones  admittedly  sought  the  position. 
Furthermore,  as  a deputy  in  the  Bureau  of  the  Budget  in  the 
formative  stages  of  the  "Dixon-Yates  deal,"  he  had  had  a 
part  in  the  recommendations  made  by  the  Bureau  to  Congress 
in  turning  down  TVA’s  original  plan  for  supplying  the  power 
needs  of  the  region.  In  addition,  he  had  an  earlier  back- 
ground of  service  on  the  Kansas  equivalent  of  a public  utili- 
ties regulatory  board,  which  had  been  charged  with  discrimi- 
nation against  public  power  groups.  This  background,  plus 
his  equivocation  in  testimony  at  the  hearings  with  regard  to 
his  position  on  public  power,  led  some  Democratic  members  of 
Congress  to  delay  his  confirmation  until  the  President  filled 

5See  U.  S.,  Congress,  Senate,  Committee  on  Public 
Works,  Hearings  on  Nomination  of  Arnold  E>  Jones.  &5th  Cong., 
1st  Sess.,  1957* 
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the  other  vacant  board  position.  Jones*  appointment,  there- 
fore, was  a recess  one  until  after  Frank  J*  Welch,  Dean  of 
the  College  of  Agriculture  at  the  University  of  Kentucky, 
was  appointed  to  the  board.  Brief  hearings  satisfied  the  op- 
position to  Jones  in  Congress,  and  both  he  and  Welch  were 
confirmed  in  195#»  Most  TVA  staff  members  have  commented  on 
the  "open  mind"  with  which  Jones  approached  TVA,  a fact 
which  they  believe  has  led  him  to  understand  and  "identify" 
with  the  agency  more  rapidly  than  has  Vogel.  He  is,  however, 
by  no  means  committed  to  the  "public  power  philosophy"  in 
general.  He  has  been  the  most  active  board  member  in  pur- 
suing the  self-financing  arrangements  which  TVA  has  made 
with  the  banking  syndicates. 

Welch  resigned  from  the  board  in  the  year  following 
his  appointment,  and  Brooks  Hays,  former  Democratic  congress- 
man from  Arkansas  and  long-time  "New  Dealer,"  was  appointed 
in  his  place.  In  early  1961,  however,  the  new  Democratic 
President,  John  F.  Kennedy,  appointed  Hays  to  a high  post  in 
the  State  Department.  Shortly  thereafter  the  President  se- 
lected Aubrey  J.  Wagner,  TVA  general  manager,  to  fill  Hays' 
unexpired  term.  Wagner,  an  engineer  by  training  and  one  of 
the  "original"  staff  members  of  TVA,  had  held  the  general 
managership  prior  to  Vogel's  coming  to  the  agency,  but  had 
been  retained  by  the  latter  in  that  position.  Wagner  is 
generally  credited  by  the  TVA  staff  with  having  "held  the 
agency  together"  in  the  first  few  difficult  years  of  Vogel's 
incumbency. 

The  next  major  organizational  changes  relating  to 
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the  fertilizer  and  power  programs  were  made  in  January  and 
February,  I960.  At  that  time  an  office  of  agricultural  and 
chemical  development  was  established  to  direct  and  coordi- 
nate the  functions  of  the  office  of  chemical  engineering  and 
the  division  of  agricultural  relations.  The  position  of 
manager  in  the  new  office  was  filled  in  June  of  that  year  by 
Lewis  B.  Kelson,  a soil  chemist  from  the  U.  S.  Department  of 
Agriculture.  The  office  of  power  was  reorganized  to  provide 
for  expanded  operations  under  the  bond-financing  program  and 
a power  financing  staff  was  established  in  the  office  of  the 
general  manager.  This  staff  is  headed  by  the  same  man  who 
fills  the  office  of  manager  of  power. 

The  Fertilizer  Program 

In  Chapter  IV  the  legal  framework  of  the  policy  sit- 
uation was  identified  as  consisting  of  the  following  elements 
which  were  significant  for  the  behavior  of  TV A in  executing 
its  fertilizer  program:  1)  that  the  agency* s planning  and 
developmental  role  with  regard  to  the  region* s resources  of 
agriculture,  forestry,  industrial  development,  recreation, 
etc.,  had  to  be  carried  out  in  connection  with  its  specific 
functions  of  power,  fertilizer  activities,  and  navigation 
and  flood  control;  2)  that  the  fertilizer  program  was  not 
limited  to  the  region  in  its  scope,  but  was  placed  in  the 
same  agency  that  was  to  carry  out  a clearly  defined  power 
program  oriented  to  the  region;  3)  that  the  law  left  to  the 
agency’s  discretion  the  decisions  on  certain  major  issues 
which  had  not  been  resolved  in  the  legislative  process;  and 


4)  that  the  necessity  for  the  agency  to  seek  regular  appro- 
priations for  its  programs  and  its  unclear  relationships 
with  the  federal  government  put  it  in  an  ambiguous  and  inse 
cure  position.  In  the  analysis  which  follows,  an  attempt 
will  be  made  to  show  how  this  policy  situation  affected  cer 
tain  vital  policy  decisions  which  the  agency  made  and  pur- 
sued in  regard  to  its  fertilizer  program. 

Statutory  provisions. — The  authority  for  TVAfs  fer- 
tilizer program  is  contained  in  Section  5 of  the  act,  which 
authorizes  the  board  of  directors: 

(a)  To  contract  with  commercial  producers  for 
the  production  of  such  fertilizers  or  fertilizer  ma- 
terials as  may  be  needed  in  the  Governments  program 
of  development  and  introduction  in  excess  of  that 
produced  by  Government  plants.  ... 

(b)  To  arrange  with  farmers  and  farm  organiza- 
tions for  large-scale  practical  use  of  the  new  forms 
of  fertilizers  under  conditions  permitting  an  accu- 
rate measure  of  the  economic  return  they  produce. 

(c)  To  co-operate  with  National,  State,  district, 
or  county  experimental  stations  or  demonstration 
farms,  with  farmers,  landowners  and  associations  of 
fanners  or  landowners,  for  the  use  of  the  new  forms 

of  fertilizers  or  fertilizer  practices  during  the 
initial  or  experimental  period  of  their  introduction, 
and  for  promoting  the  prevention  of  soil  erosion  by 
the  use  of  fertilizers  or  otherwise. 

(d)  ...  in  order  to  improve  or  cheapen  the 
production  of  fertilizer  ...  to  manufacture  and 
sell  fixed  nitrogen,  fertilizer,  and  fertilizer  in- 
gredients ...  by  the  employment  of  existing  fa- 
cilities, by  modernizing  existing  plants,  or  by  any 
other  process  or  processes  that  in  its  judgment 
shall  appear  wise  and  profitable  to  the  fixation  of 
atmospheric  nitrogen  or  the  cheapening  of  the  pro- 
duction of  fertilizer. 

(e)  ...  the  board  may  make  donations  or  sales 
of  the  product  of  the  plant  or  plants  operated  by  it 
to  be  fairly  and  equitably  distributed  through  the 
agency  of  county  demonstration  agents,  agricultural 
colleges,  or  otherwise  ...  for  experimentation, 
education,  and  introduction  of  the  use  of  such  prod- 
ucts in  co-operation  with  practical  farmers  so  as  to 
obtain  information  as  to  the  value,  effect,  and  best 
methods  of  their  use. 


(h)  To  establish,  maintain,  and  operate  labora- 
tories and  experimental  plants,  and  to  undertake  ex- 
periments ...  to  furnish  nitrogen  products  for 
military  purposes,  and  nitrogen  and  other  fertilizer 
products  for  agricultural  purposes  in  the  most  eco- 
nomical manner  and  at  the  highest  standard  of  effi- 
ciency. 

TVA’s  technical  staff  in  fertilizer  research  and  de- 
velopment at  Muscle  Shoals  have,  in  theory  at  least,  inter- 
preted the  goals  of  the  fertilizer  progr  m to  be  the  promo- 
tion of  more  rational  buying  and  more  efficient  use  of  fer- 
tilizers. 6 This  is  made  necessary  by  the  fact  that  many 
farmers  buy  fertilizer  materials  under  such  irrational  cri- 
teria as  the  color  and  smell  of  the  material  and  its  price 
per  ton.  Fertilizer  producers,  therefore,  have  been  willing 
to  give  the  farmer  what  he  demands.  As  a result,  the  farmer 
buys  a considerable  amount  of  waste  material.  The  task  then 
becomes  one  of  educating  the  farmer  to  demand  and  use  ma- 
terials which  have  a high  analysis  of  fertilizer  content, 
and  of  encouraging  the  fertilizer  manufacturers  and  distrib- 
utors to  provide  him  with  this  type  of  material.  Only  then 
can  the  farmer  get  the  highest  quantity  of  plant  nutrient  to 
every  ton  of  material  that  he  buys. 

At  the  beginning,  therefore,  the  agency  was  given 
discretion  in  basic  decisions  within  five  vital  policy  areas: 
1)  the  type  of  material  or  materials  on  which  its  fertilizer 
program  would  be  built;  2)  whether  it  would  confine  itself 
to  experimentation  or  engage  in  competitive  production  of 


6rfhe  above  interpretation  is  based  on  interviews 
held  in  November,  I960,  with  anonymous  members  of  the  staff 
of  the  Office  of  Agricultural  and  Chemical  Development, 
Tennessee  Valley  Authority,  Wilson  Dam,  Alabama. 
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fertilizers,  or  both;  3)  whether  it  would  distribute  its  own 
fertilizers  or  also  buy  and  distribute  those  of  commerical 
firms;  4)  whether  it  would  distribute  them  through  its  own 
channels  or  utilize  those  of  existing  institutions;  and  5) 
what  basic  economic  criteria  would  be  used  in  selling  ferti- 
lizers. 

Cooperation  with  land-grant  colleges. — One  of  TVA*s 
earliest  decisions  on  fertilizer  policy  was  to  work  in  co- 
operation with  the  land-grant  colleges  in  the  region.  The 
act  provided  for  this  relationship  but  did  not  make  it  man- 
datory. The  board  thus  chose  to  work  through  established 
institutions  rather  than  through  the  alternative  open  to  it— 
working  through  its  own  channels  of  communication  and  ad- 
ministration. Lawrence  Durisch  and  Robert  Lowry,  in  a pub- 
lished article  in  1953 observed  that  this  decision  not 
only  "signaled  a major  decision  to  encourage  land  redevelop- 
ment through  individual  farm  owners"  and  foretold  "a  shift 
in  emphasis  from  public  ownership  of  marginal  lands  toward 
educational  processes  to  strengthen  land  use,"  but  it  also 
"carried  over  to  all  phases  of  the  regional  resource  develop- 
ment program."  It  was,  they  said,  "in  effect  a decision  by 
TVA  to  share  responsibility  for  subsequent  actions  taken  in 
all  phases  of  regional  agricultural  development. "8 

The  nitrates  vs.  phosphates  decision. — A closely 

7Lawrence  L.  Durisch  and  Robert  E.  Lowry,  "The  Scope 
and  Content  of  Administrative  Decisions— The  TVA  Illustra- 
tive," Public  Administration  Review,  XIII  (Autumn.  1953). 
219-226: 

Slbid..  pp.  223-224. 


related  decision  was  that  of  what  kind  of  material  or  materi- 
als the  fertilizer  program  would  be  built  upon. 9 The  act 
implied  but  did  not  make  mandatory  that  the  Muscle  Shoals’ 
program  would  revolve  around  nitrates.  Under  the  guidance 
of  Director  Harcourt  Morgan,  a former  agricultural  leader  in 
the  region,  TVA  consulted  with  the  land-grant  colleges  and 
the  American  Farm  Bureau  Federation,  who  supported  a phos- 
phate program  as  being  better  suited  to  the  needs  of  the  re- 
gion. The  decision  was  to  turn  to  experimentation  and  test- 
ing with  phosphatic  fertilizers.  The  reasons  given  for  the 
decision  were  that  the  development  of  phosphate  technology 
had  been  neglected;  a source  of  raw  materials  was  available 
in  the  Tennessee  phosphate  rock  deposits;  the  cost  of  mod- 
ernizing the  obsolete  nitrate  plants  at  the  shoals  might  be 
prohibitive;  and  the  proposed  plants  would  be  convertible  to 
wartime  purposes,  since  elemental  phosphorus,  a munition  of 
war,  is  an  intermediate  product  in  the  electric  furnace  pro- 
cess which  was  to  be  used.  Certainly,  a further  and  con- 
vincing argument,  from  the  point  of  view  of  those  interested 
in  TVA’s  power  program,  was  that  the  use  of  the  electric 
furnace  in  fertilizer  production  would  secure  a base  load 
for  Wilson  Dam  power.  The  heart  of  the  matter  lay,  however, 
in  the  conviction  of  the  agricultural  groups  involved  that 
TVA  should  not  encourage  the  traditional  practice  of  Southern 

9The  discussion  in  this  section  draws  upon  Jesse  W. 
Markham,  The  Fertilizer  Industry  (Nashville:  Vanderbilt  Uni- 
versity Press,  1956),  pp.  217-231;  Pritchett,  op.  cit . , pp. 
47-53}  and  interviews  with  anonymous  members  of  the  TVA 
staff  at  both  Knoxville,  Tennessee,  and  Wilson  Dam,  Alabama, 
in  November,  I960. 


90 

farmers  qf  using  mixed  nitrogen  fertilizers  which  permitted 
them  to  plant  the  same  crop  each  year  until  the  land  was 
eroded  and  destroyed.  Proper  conservation  practices  re- 
quired that  nitrogen  be  returned  to  the  land  by  the  planting 
of  leguminous  cover  crops.  TVA,  therefore,  early  in  its 

i * • 

history  began  its  activities  with  phosphate  fertilizer  pro- 
duction and  research  based  on  the  electric  furnace  process. 

Limitation  to  new  fertilizers. — The  decision  on 
phosphates  was  an  outgrowth  of  the  joint  decision  of  TVA  and 
the  agricultural  groups  that  TVA’s  program  should  be  inte- 
grated into  the  total  farm  management  program  conducted  by 
the  land-grant  colleges  in  the  region.  Another  phase  of 

that  decision  was  the  policy  of  limiting  TVA’s  activities  to 

'»  ■* 

4 1 • 

fertilizers  not  in  general  use. 10  This  meant  that  TVA’s 

* 

concern  was  to  be  not  with  producing  fertilizers  in  quantity 
for  commercial  competition  but  rather  with  a research,  de- 
velopment, and  production  program  geared  to  the  needs  of  the 
college  extension  service  programs  in  the  region.  Its  first 
work  was  with  concentrated  superphosphate,  a product  not  in 
wide  use;  and  between  1934  and  1952  the  agency  accounted  for 
almost  20  per  cent  of  that  product  produced  in  the  United 
States. 11  Its  other  phosphate  products  included  calcium 
metaphosphate  and  fused  tricalcium  phosphate.  In  addition, 
it  conducted  research  on  nitrogen-phosphate  and  nitrogen- 

lQlnterview  with  anonymous  members  of  staff  of  Office 
of  Agricultural  and  Chemical  Development,  Tennessee  Valley 
Authority,  Wilson  Dam,  Alabama,  November,  I960. 

llMarkham,  op.  cit..  p.  21S. 
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phosphate-potash  fertilizers.  In  connection  with  its  phos- 
phate research  it  has  provided  information  to  the  fertilizer 
industry  on  both  its  installations  and  processes. 12 

TVA  found  itself  in  a paradoxical  position  after 
World  War  II  because  of  the  ’’phosphate  philosophy”  to  which 
it  had  been  committed. 13  During  the  war,  TVA  had  undertaken 
extensive  ammonium  and  nitrate  production  at  Muscle  Shoals 
for  defense  purposes.  Although  ammonium  nitrate  was  no  long- 
er needed  for  that  purpose  after  the  war,  the  U.  S.  Depart- 
ment of  Agriculture  and  the  War  Food  Administration  were 
warning  that  the  consumption  of  nitrogen  fertilizer  was  only 
about  one-half  of  desirable  amounts  and  that  efforts  should 
be  made  to  encourage  greater  production  and  consumption. 

TVA  was,  therefore,  faced  with  the  dilemma  of  asking  Congress 

' * ***r  ,«.  f <* 

for  funds  to  undertake  production  of  a product  which  it  did 
not  advocate  using  in  its  own  test-demonstration  program. 
Furthermore,  it  recognized  that  its  continuation  of  ammonium 
nitrate  production  would  cause  complaints  from  the  private 
fertilizer  industry.  Nevertheless,  the  decision  was  made  to 
continue  an  active  nitrogen  program  in  the  post-war  period. 

Distribution  of  its  own  fertilizers  only. — Once  the 
TVA  fertilizer  program  was  coordinated  with  the  regional 

12Tennessee  Valley  Authority,  TVA,  I960  (Washington: 
U.  S.  Government  Printing  Office,  I960) , pp.  50-66. 

13The  discussion  in  this  paragraph  is  based  on  un- 
published documents  in  the  Office  of  Agricultural  and  Chemi- 
cal Development,  Tennessee  Valley  Authority,  Wilson  Dam, 
Alabama. 
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agricultural  program,  and  its  work  was  to  be  limited  mostly 
to  experimental  fertilizers,  the  next  logical  decision  was 
to  distribute  only  its  own  fertilizers,  although  the  act 
permitted  it  also  to  distribute  commercial  fertilizers  as 
well* 

Channels  of  distribution. --The  above-mentioned  de- 
cisions have  meant  that  TVA's  channels  of  distribution  for 
its  fertilizers  were  in  a sense  pre-determined.  The  chan- 
nels of  necessity  have  had  to  be  those  that  are  well-suited 
for  experimental  fertilizers.  TVA  has  utilized  four  princi- 
pal channels  for  this  purpose:  test-demonstration  farms, 
other  government  agencies,  state  agricultural  experiment 
stations,  and  farmer-owned  cooperatives  and  commercial  dis- 
tributors under  contractual  arrangements  restricting  use  of 
the  materials  to  experimental  and  educational  purposes. 

These  channels,  however,  reach  only  a relatively 
small  proportion  of  the  farmers  who  use  commercial  fertiliz- 
ers. Although  the  test-demonstration  program  extends  out- 
side the  Valley  area,  the  very  nature  of  the  system  through 
which  it  is  administered — by  the  county  agents  of  the  col- 
lege extension  services — means  that  those  who  most  need  edu- 
cation in  the  rational  purchase  and  use  of  fertilizers  are 
never  reached  by  the  program,  i.  e. , the  smaller  farm  oper- 
ators. Furthermore,  the  administration  of  the  program 
through  this  channel  had  the  effect  of  obscuring  fertilizer 
practice  objectives  by  measuring  the  effectiveness  of  the 
program  largely  in  terms  of  conservation  criteria  rather 
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than  over-all  good  farm  management  practices.14 

After  their  testing  stage,  TVA  distributes  its  ma- 
terials through  farmer-owned  cooperatives  and  commercial 
distributors  for  large-scale  use  under  simulated  market  con- 
ditions. This  arrangement  is  made  through  contracts  which 
permit  the  distributors  to  sell  those  fertilizers  only  to 
farmers  who  agree  to  put  them  into  an  ’’improved  use  program.” 
Again,  the  number  of  farmers  reached  under  these  conditions 
would  be  relatively  small. 

Pricing  policies.— Prior  to  1957,  TVA’s  pricing  policy 
for  its  fertilizer  had  the  effect  of  making  its  over-all  op- 
erations in  that  field  self-supporting. 15  This  criterion, 
however,  has  had  real  significance  for  the  effectiveness  of 
its  distribution  program.  Its  work  in  phosphates  generally 
has  not  been  self-supporting.  On  the  other  hand,  its  ammoni- 
um nitrate  program  has  been  profitable.  In  order  to  make  the 
total  operations  self-supporting,  therefore,  it  has  priced 
ammonium  nitrate  above  and  phosphates  below  their  respective 
production  costs.  If,  as  one  observer  has  commented,  the 
"long  run  effectiveness  of  the  fertilizer  program  depends  on 
its  ability  to  foster  fertilizer  consumption  patterns  con- 
sistent with  production  costs,”  the  TVA  has  defeated  its  own 
purpose. 16  This  point  becomes  especially  significant  with 

14Markham,  op.  cit.,  p.  223« 

15Except  where  specifically  indicated,  the  discussion 
in  this  section  is  based  on  interviews  with  members  of  the 
TVA  staff  in  both  Knoxville  and  Wilson  Dam. 

16^iarkham,  op.  cit.,  p.  224* 
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regard  to  the  goals  of  national  fertilizer  policy.  Congress 
has  on  several  occasions  expressed  its  belief  that  TVA’s  fer- 
tilizer operations  should  be  self-sustaining.  As  a matter 
of  fact,  less  than  30  per  cent  of  the  agency’s  total  obliga- 
tions for  its  fertilizer  program  are  financed  by  congression- 
al appropriations;  the  remainder  is  supplied  by  income  from 
the  sale  of  its  products, 3-7 

The  need  to  support  unprofitable  phosphate  opera- 
tions with  the  more  profitable  ammonium  nitrate  production 
has,  therefore,  led  the  agency  in  the  past  to  produce  large 
quantities  of  the  latter  material.  Since  it  must  confine  it- 
self to  educational  and  experimental  channels  of  distribution, 
and  since  the  test-demonstration  program  has  been  built 
around  phosphates,  TVA  has  turned  to  its  distributor  demon- 
stration program  as  an  outlet  for  ammonium  nitrate.  The  re- 
sult has  been  complaint  from  both  agricultural  and  industrial 
groups . 

The  board  and  staff  of  TVA  are,  of  course,  quite 
sensitive  to  the  criticism  of  these  groups.  There  is  some 
indication,  however,  that  it  has  become  more  sensitive  to 
those  of  the  industry  than  of  agriculture. 

In  November,  1956,  in  response  to  mounting  criticism 
from  both  these  interests  directed  against  its  distributor- 
demonstration  program,  a committee  of  outside  consultants 
was  appointed  by  TVA  to  make  an  "objective"  evaluation  of 

17From  unpublished  budget  documents  in  the  office  of 
L.  J.  Van  Mol,  Assistant  General  Manager  and  Chief  Budget 
Officer,  Tennessee  Valley  Authority,  Knoxville. 


that  program.  The  committee  was  headed  by  a professor  of 
agricultural  economics  at  Iowa  State  College,  Earl  Heady, 
and,  in  addition,  included  four  agricultural  agronomists, 
one  professor  of  statistics,  one  professor  of  public  adminis- 
tration, one  representative  of  a farm  bureau  cooperative  as- 
sociation, and  three  representatives  of  the  fertilizer  in- 
dustry. Their  report, 18  which  was  released  by  TVA  in  Decem- 
ber, 1957 » recognized  that  the  program  had  made  much  progress 
toward  TVA's  fertilizer  objectives.  The  crux  of  the  -report, 
however,  was  in  its  major  criticism  that  "the  amount  of  fer- 
tilizers distributed  . . « has  exceeded  that  which  can  be 
justified  solely  on  the  basis  of  education” ; and  "factors 

other  than  the  stated  educational  objectives,”  that  is, 

■> 

"production  capacity  and  break-even  point”  of  TVA  facilities 
at  Muscle  Shoals,  "have  played  a determining  role  in  estab- 
lishing the  tonnage  of  materials  distributed. "19  This  situ- 
ation, the  report  recommended,  should  be  corrected.  And  the 
committee  left  no  doubt  that  it  was  ammonium  nitrate  in  par- 
ticular to  which  they  objected: 

A few  very  large  farm  units  have  used  TVA  ammonium 
nitrate  and  other  materials  in  quantities  far  in  ex- 
cess of  those  which  might  be  called  educational 
uses.  Although  the  fertilizer  distributed  by  TVA  is 
less  than  2 per  cent  of  the  national  production,  its 
concentrated  circulation  in  certain  geographic  areas 
has  resulted  in  extreme  competition  with  certain 
commercial  fertilizer  concerns. 20 

^Tennessee  Valley  Authority,  TVA  Digest  of  Educa- 
tion Report  on  a purvey  of  the  Distributor  Demonstration 
Program  (Knoxville.  December  30.  1957). 

19ibid..  pp.  1-10. 

20lbid. . p.  24. 
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Although  TVA  prefaced  its  public  presentation  of  the  report 
with  answers  to  the  criticisms,  there  appeared  to  be  little 
doubt  in  the  minds  of  the  TVA  staff  that  they  were  "to  get 
out  of  large-scale  production,  especially  of  ammonium  ni- 
trates.” Thus  the  agricultural  and  industrial  groups  com- 
bined to  alter  TVA  policy.  TVA  has  been  gradually  "moving 
out  of  the  field"  of  ammonium  nitrate  production,  although 
"not  as  fast  as  industry  would  prefer." 

The  admittedly  only  partial  picture  which  has  been 
presented  of  the  fertilizer  program  might  well  convey  the 
impression  of  a national  program  whose  goals  have  been  per- 
verted by  considerations  of  administrative  expediency  in  de- 
cision-making, which  forced  the  program  into  a regional  mold 
and  thereby  caused  its  administrators  to  lose  sight  of  the 
objectives  to  which  the  program  was  or  should  be  dedicated. 
Yet,  as  the  analysis  has  also  tried  to  show,  every  key  de- 
cision in  the  chain  of  subsequent  decisions  and  actions  was 
taken  within  the  framework  of  discretion  allowed  by  the  law 
under  which  the  program  was  to  be  administered.  Furthermore, 
every  such  decision  related  to  issues  which,  by  their  very 
nature,  would  be  vital  to  the  success  or  failure  of  the  pro- 
gram in  achieving  the  goals  for  which  it  was  created.  Every 
such  issue  was  one  in  which  contending  forces  in  the  en- 
vironment— national  and  regional— had  a "stake."  Jesse 
Markham  has  pointed  out,  in  his  study  of  the  fertilizer  in- 
dustry, that  the  weakness  of  national  fertilizer  policy  lies 
in  the  fact  that  the  programs  of  other  agencies  as  well  as 
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TVA  "ultimately  reach  farmers  through  the  extension  service 
county  agents,"  but  that  the  root  of  the  problem  is  to  be 
found  in  the  fact  that  their  objectives  have  not  been  clear- 
ly defined. 21 

Democracy  is  based  on  the  assumption  that  issues, 
such  as  those  involved  in  resolving  a national  fertilizer 
policy,  should  be  settled  in  the  representative  process,  not 
in  the  administrative  process.  This  resolution  of  issues, 
however,  has  not  been  made  by  Congress  respecting  fertilizer 
policy.  However  unrealistic  this  assumption  may  be  that 
Congress  could  resolve  such  issues,  it  is  equally  unrealis- 
tic to  speak  of  irresponsible  bureaucracy  under  these  cir- 
cumstances, as  the  present  case  has  tried  to  illustrate. 
Congress  itself  left  the  resolution  of  the  fertilizer  ques- 
tion to  TVA,  among  other  agencies,  and  whether  critics  of 
its  decisions  like  them  or  not,  the  fact  remains  that  TVA 
has  legitimately  exercised  a discretion  given  it. 


2lMarkham,  op. 


cit. , p.  237 


CHAPTER  VI 


THE  POLICY  SITUATION  AND  THE  POWER  PROGRAM 
The  Policy  Situation 

In  Chapter  IV,  the  legal  framework  of  the  policy 
situation  in  which  TVA  emerged  was  identified  as  consisting 
of  the  following  elements  which  were  significant  for  the 
way  in  which  that  agency  would  pursue  its  power  program:  1) 
the  act  clearly  indicated  an  intent  to  establish  a public 
power  agency;  2)  the  act  and  amendments  in  the  first  few 
years  after  TVA  was  established  recognized  the  monopoly  na- 
ture of  power  by  permitting  TVA  to  acquire  whatever  proper- 
ties were  necessary  to  make  its  power  system  effective;  3) 
the  original  act  and  subsequent  early  amendments  provided 
for  an  administrative  relationship  between  the  agency  and 
certain  groups  in  the  region  in  the  operation  of  the  power 
program;  and  4)  the  agency  was  placed  in  an  ambiguous  posi- 
tion with  regard  to  the  rest  of  the  federal  government 
structure,  a fact  which  further  strengthened  the  agency- 
region  relationship.  In  the  analysis  which  follows,  these 
elements  will  be  examined  in  relation  to  certain  key  deci- 
sions which  TVA  made  and  executed  in  carrying  out  its  re- 
sponsibility to  pursue  a program  of  public  power. 
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The  Power  Program 

The  high-dam  decision.— -Reference  was  made  in  Chap- 
ter IV  to  the  fact  that,  although  TVA  was  given  broad  au- 
thority in  the  original  act  to  build  dams,  power  houses,  res- 
ervoirs, transmission  lines,  and  navigation  projects  on  the 
Tennessee  River  and  its  tributaries,  it  was  not  charged  with 
creating  the  nine-foot  channel  in  the  river  until  President 
Roosevelt  requested  TVA  to  undertake  construction  of  Wheeler 
Dam  to  provide  employment  in  the  Depression.  Prior  to  that 
time  TVA  had  acquired  responsibility  for  construction  of 
what  was  later  to  be  Norris  Dam  by  delegation  of  authority 
from  the  President.  By  an  amendment  in  1935 » Congress  then 
enabled  TVA  to  undertake  the  development  of  the  channel.  In 
determining  what  course  of  action  to  follow  with  regard  to 
these  and  further  river  projects,  TVA  had  before  it  the  River 
and  Harbors  Act  of  1930 > which  had  incorporated  into  it  the 
recommendation  of  the  Army  Corps  of  Engineers  for  providing 
a nine-foot  channel  from  Paducah  to  Knoxville  on  the  Tennes- 
see River.  That  report  had  assumed  that  the  federal  govern- 
ment intended  only  to  provide  for  navigation  and  flood  con- 
trol, and,  therefore,  had  recommended  a system  of  low  dams. 

It  also  contained,  however,  an  alternative  plan  of  high  dams 
which  could  serve  the  multiple  purposes  of  navigation,  flood 
control,  and  power  generation.  TVA  adopted  the  latter  plan, 
and  in  1936  presented  to  Congress  its  proposed  program  for 
dam  construction  on  the  river  based  on  this  plan.  Not  only 
would  navigation  and  flood  control  be  made  possible  by  this 
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plan,  but  the  water  storage  for  flood  control  could  be  used 
to  generate  electric  power. 

TVA  was  thus  provided  with  the  nucleus  to  round  out 
a total  program:  1)  development  of  the  river  for  purposes  of 
navigation  and  flood  control,  2)  a source  for  generation  of 
electric  power  in  the  region,  and  3)  development  of  ferti- 
lizers at  Muscle  Shoals.  Whatever  planned  development  of 
the  resources  of  the  Valley  that  was  to  be  done,  had  to  be 
undertaken  within  the  framework  of  these  three  substantive 
functions.  Around  these  major  functions  it  developed  addi- 
tional programs  relating  to  agriculture,  forestry,  and  rec- 
reation. The  significance  of  this  decision  for  present  pur- 
poses, however,  lies  in  the  fact  that  it  led  to  action  which 
insured  the  basis  for  a regional  power  program. 

Purchase  of  existing  facilities. — By  the  middle  of 
1938 » TVA  had  contracted  to  sell  power  to  only  some  19  mu- 
nicipalities, all  small  and  serving  only  a total  of  approxi- 
mately 19»QQQ  customers,  and  15  rural  cooperatives. 1 Fur- 
thermore, these  were  scattered  within  a relatively  small 
area  near  its  transmission  lines  connecting  the  seven  dams 
completed  or  under  construction  and  the  line  it  had  built  to 
chemical  plants  in  Middle  Tennessee.  Because  it  was  selling 
only  a small  part  of  its  potential  power  capacity  to  these 
municipalities  and  cooperatives,  its  need  for  additional 
outlets  was  great.  Both  the  agency  and  the  municipalities, 
however,  were  plagued  by  court  actions  brought  by  private 

^C.  Herman  Pritchett,  The  Tennessee  Valiev  Authori- 
ty: A Study  in  Public  Administration  (Chapel  Hill:  Universi- 
ty of  North  Carolina  Press,  1943),  p.  6£. 
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utilities  and  other  private  enterprises  to  curtail  TVA*s 
activities  and  to  prevent  federal  loans  to  municipalities 
for  the  construction  of  distribution  systems*  In  January, 
1938,  the  validity  of  loans  to  municipalities  was  upheld  by 
the  Supreme  Court,2  and,  in  January  of  the  following  year, 
that  court  finally  established  the  constitutionality  of  TV A 
"by  default. "3 

TVA  then  decided  on  a course  of  action  which  was  to 
lead  to  an  integrated  power  service  area  and  eventually  a 
monopoly  in  the  region.  Beginning  in  September,  1938,  with 
the  purchase  of  the  electric  properties  of  the  Tennessee  Pub- 
lic Service  Company  and  its  34,000  customers  in  and  around 
Knoxville,  TVA  entered  upon  a systematic  program  of  buying 
the  facilities  of  private  utilities  serving  entire  areas  in 
the  region. 4 By  1942,  it  had  added  the  facilities  of  utili- 
ties serving  northwestern  Tennessee;  the  cities  of  Memphis, 
Nashville,  Chattanooga  and  some  20  smaller  cities  in  Tennes- 
see; and  communities  in  Mississippi,  Alabama,  and  western 
Kentucky.  With  its  last  major  purchase  in  1945,  TVA  had  ac- 
quired a monopoly  over  the  production  of  power  within  an  area 
oi  approximately  BO, 000  square  miles,  over  twice  the  area  of 
the  Tennessee  River  basin.  Its  constituency  was  almost  dou- 
ble that  of  the  basin  area.  Furthermore,  in  the  process  of 
purchasing  these  facilities,  TVA  had  acquired  a number  of 

2 Alabama  Power  Co.  v.  Ickes.  302  U.  S.  464  (193#). 

118  ^Tennessee  Electric  Power  Co.  v.  T.V.A. . 306  U.  S, 

4pritchett,  op.  cit..  pp,  71-72. 
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steam  plants,  thereby  further  establishing  the  independence 
of  the  power  program  in  the  agency* s total  program  of  activi- 
ties* 

Confinement  to  wholesaling  of  power.— The  purchase 
of  these  existing  private  utility  facilities  reflected  a 
further  significant  decision  on  the  part  of  TVA:  that  it 
would  not  operate  its  own  distributing  system  but  rather 
would  confine  itself  to  the  wholesaling  of  electric  power. 
When  the  major  purchases  were  made  from  193&  to  1945,  TVA 
acquired  the  generating  plants  and  the  transmission  systems, 
while  municipalities  purchased  the  local  distributing  facili- 
ties. 5 The  agency  also  encouraged  the  organization  of  rural 
cooperatives  for  the  distribution  of  power.  These  local 
groups  received  assistance  from  TVA  in  making  financial  ar- 
rangements for  the  purchases.  Thus  the  whole  service  area 
today  is  covered  with  153  municipalities  and  cooperatives 
selling  TVA  power. 6 Together,  TVA  and  its  distributors  con- 
stitute the  largest  electric  utility  in  the  United  States. 

From  the  beginning,  TVA  established  low  rate  sched- 
ules for  the  power  which  it  sold  to  the  distributors,  and  in- 
sured that  those  low  rates  were  passed  on  to  the  consumer  by 
careful  stipulations  in  contracts  with  distributors  not  only 
as  to  re-sale  rates  to  the  consumer  but  also  as  to  the  use 

5Lawrence  L.  Durisch  and  Robert  E.  Lowry,  "The  Scope 
and  Content  of  Administrative  Decision — The  TVA  Illustration," 
Public  Administration  Review.  XIII  (Autumn,  1953),  221. 

^Tennessee  Valley  Authority,  TVA.  I960  (Washington: 

U.  S.  Government  Printing  Office,  I960) , p.  11. 
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of  revenues  from  such  sales*  The  latter  stipulation  has  had 
the  effect  of  preventing  municipalities  from  using  revenues 
from  power  sales  for  general  government  expenses,  a use  which 
those  in  charge  of  the  power  program  in  TVA  feel  would  defeat 
the  goal  of  low-cost  power*  There  was,  however,  another  goal 
involved  in  the  low  rate  schedules,  and  that  was  to  encourage 
the  high  utilization  of  electricity.  TVA,  of  course,  has 
always  argued  that  this  latter  goal  served  the  same  end  as 
the  first,  for  low  rates  produce  greater  sales  which  lead  to 
economies  in  production,  transmission,  and  distribution,  and 
hence  to  lower  costs  per  unit. 

In  order  to  encourage  higher  consumption,  TVA  and 
its  distributors  have  waged  an  aggressive  campaign  to  pro- 
mote increased  use  of  electrical  equipment  and  appliances, 
especially  among  residential  users.  Its  low  rates  and  en- 
couragement of  rural  cooperatives  have  brought  electric  serv- 
ice to  more  than  93  per  cent  of  the  region’s  farms. 7 By 
I960,  TVA  could  boast  that  some  290,000  homes  in  the  region 
were  heated  entirely  by  electricity,  which  was  about  40  per 
cent  of  all  homes  heated  in  that  way  in  the  United  States. 

Use  of  electricity  in  the  homes  of  the  region  has  increased 
rapidly  each  year,  and  in  I960  the  average  home  in  the  Valley 
area  used  15  times  as  much  as  the  1933  average  there  and  more 
than  double  the  present  average  in  the  United  States.  Al- 
though the  number  of  residential  consumers  in  the  region  has 
multiplied  only  about  6-1/2  times  since  1933,  the  total  home 

7Tennessee  Valley  Authority,  ibid. . p.  43. 
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use  of  electricity  in  that  period  multiplied  nearly  100 
times.  There  can  be  no  doubt  that  TVA  has  successfully 
proved  the  elasticity  of  demand  for  power. 

The  threat  of  TVA  nearby  to  attract  customers  with 
its  low  rates  forced  adjacent  utility  companies  in  the  region 
not  only  to  lower  their  own  rates  but  to  match  TVA’s  vigorous 
promotional  campaign.  That  the  elasticity  demonstration 
could  be  successful  also  with  regard  to  private  utilities  is 
evidenced  by  the  fact  that  nine  of  the  large  private  compa- 
nies adjoining  the  TVA  area  multiplied  their  common  stock 
earnings  more  than  9-1/2  times  from  1937  to  1959.3  Thus, 

TVA  has  come  to  represent  not  only  public  ownership  of  elec- 
tric utilities  but  also  public  regulation.  It  has  had  an 
indirect  regulatory  effect  on  private  utilities  nearby,  and 
a direct  effect  on  its  own  distributors  by  controlling  their 
re-sale  rates  and  also  supervising  their  finances  and  pre- 
scribing their  accounting  methods. 

With  regard  to  its  relationships  with  the  region, 

TVA  took  an  important  step  in  1940  when  it  requested  and  ob- 
tained passage  of  an  amendment  to  the  act  which  permitted  it 
to  make  payments  in  lieu  of  taxes  to  state  and  local  govern- 
ments to  replace  their  tax  losses  due  to  TVA’s  acquisition  of 
reservoir  land  and  electric  utility  properties. 9 This  loss 
had  been  especially  great  in  the  case  of  local  governments. 
Lawrence  Durisch  and  Robert  Lowry  have  observed  that  TVA 

8 Ibid. 

9u.  S.,  Statutes  at  Large,  LVIII,  66. 
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might  have  taken  this  occasion  of  "an  admittedly  difficult 
fiscal  situation  confronting  a few  counties"  to  persuade  the 
states  to  make  needed  changes  in  state-local  financial  rela- 
tions, consolidations  of  counties,  and  other  structural 
changes.  "Some  of  these  governmental  changes  might  have  con- 
tributed materially  to  the  region’s  over-all  development." 
Instead,  the  "TVA  board  decided  that  the  TVA  power  system  as 
a self-supporting  operation  should  bear  a reasonable  share 
of  the  cost  of  state  and  local  government.  . . ."10  Again, 
then,  the  relationship  between  TVA  and  the  region  was 
strengthened  through  the  power  program.  The  effect  of  these 
decisions  was  to  create  a dependence  on  TVA  by  the  region. 

In  respect  to  TVA’s  relationship  to  groups  in  the 
regional  environment,  it  is  important  to  recognize  that 
changes  were  occurring  in  the  general  region  of  the  Valley, 
and  that  TVA  came  to  be  identified  with  these  changes. 11 
From  1933  to  1957  the  population  of  the  Tennessee  Valley 
states  increased  by  27  per  cent,  and  today  includes  some  24 
million  people.  Although  the  region  still  contained  during 
this  period  a large  number  of  persons  living  on  small  farms— 
much  greater  in  the  region  than  in  the  nation  as  a whole — 
there  has  been  a movement  of  rural  farm  population  to  metro- 
politan areas  and  non-farm  cities.  In  the  whole  southeast- 
ern region  of  the  country,  there  was  a 46  per  cent  decline  in 

lODurisch  and  Lowry,  op.  cit..  pp.  222-223. 

llThe  statistics  in  this  paragraph  are  taken  from 
Tennessee  Valley  Authority,  Profile  of  a Region.  Government 
Relations  and  Economics  Stafi*,  November,  ' 1958. 
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farm  employment  from  1933  to  1957.  In  1933 » per  capita  in- 
come in  the  Valley  region  was  only  about  half  of  the  national 
average,  but  today  it  is  more  than  two-thirds  of  the  national 
average.  The  increase  in  total  income  in  the  region  during 
that  period  has  been  nine-fold;  and  approximately  three- 
fourths  of  this  total  income  now  comes  mainly  from  manufac- 
turing, trades,  and  service  industries.  In  the  area  served 
by  TVA  power  there  was  a total  growth  in  manufacturing  plants 
from  3 >200  to  6,600  from  1939  to  I960.  Manufacturing  em- 
ployees in  the  region  increased  from  approximately  216,00  to 
396,000  in  this  same  period.  Farm  income  now  accounts  for 
only  some  7 per  cent  of  the  total  income  of  the  region.  Eco- 
nomic growth  can  also  be  seen  in  the  increased  expenditures 
of  state  governments  in  the  seven-state  region.  Total  reve- 
nues increased  from  4250  million  in  1932  to  42.6  billion  in 
1957. 

Although  TVA’s  part  in  bringing  about  these  changes 
is  undoubtedly  a considerable  one,  in  providing  electric 
energy  for  industrial  and  commercial  uses,  it  is  not  neces- 
sary here  to  attempt  to  measure  that  part.  The  significant 
point  is  that  these  statistics  reflect  deeper  changes  that 
have  been  and  are  taking  place  in  the  economic  and  social 
patterns  of  the  region.  It  is  inevitable  that  traditional 
social  groupings  would  have  been  disturbed  in  this  process 
and  that  new  ones  would  be  formed,  and  that  the  new  groups 
would  be  those  who  had  an  interest  in  the  industrial  and  com- 
mercial development  of  the  Valley.  Local  power  distributors 
and  municipal  officials  have  come  to  take  an  important  part 
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in  these  new  groupings,  together  with  local  business  and 
banking  interests,  all  of  whom  have  come  to  identify  their 
increasing  prosperity  with  TV A and  industrial  and  commercial 
development.  TVA’s  survival  and  health  seem  somehow  related 
to  their  own. 

These  emerging  interests  of  the  region  have  taken 
organized  form  in  several  associations  whose  primary  dedica- 
tion is  to  further  industrialization  and  commercialization  of 
the  Valley  through  the  attraction  of  low  cost  electric  power 
and  cheap  water  transportation  on  the  Tennessee  River.  The 
oldest  of  these  groups  is  the  Tennessee  Valley  Public  Power 
Association,  composed  of  127  of  the  153  municipalities  and 
37  of  the  cooperatives  who  purchase  and  distribute  TVA-pro- 
duced  electricity. 12  They  serve  approximately  9#  per  cent 
of  the  users  of  TV A power  in  the  service  area.  Their  monthly 
Tennessee  Valley  Public  Power  association  News  is  the  news 
organ  for  the  whole  TVA  system.  Its  pages  are  regularly  de- 
voted to  keeping  the  membership  informed  of  any  events  affect- 
ing TVA  or  public  power  generally  and  to  promoting  the  in- 
creased consumption  of  electricity  by  commercial,  industrial, 

and  residential  users.  One  hears  reference  in  the  region 

though  never  among  TVA  power  staff — to  a rtrate  committee,” 
composed  of  the  "elite”  of  TVA  distributors  who  negotiate 
with  TVA  on  the  uniform  rate  schedules  which  apply  to  all 
distributors. 

The  Associated  Chambers  of  Commerce  of  the  Tennessee 

. 12Tennessee  Valley  Public  Power  Association  News 

( Chattanooga),  June,  I960,  p.  3. 
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Valley  is  another  group  organized  to  focus  the  interest  of 
the  various  local  chambers  on  the  problems  of  the  Valley  and 
to  serve  as  a rallying  point  for  TVA  and  for  further  indus- 
trialization. 13  Another  group,  Citizens  for  TVA,  was  organ- 
ized "after  President  Eisenhower  took  office,"  and  has  been 
committed  "to  seeing  that  TVA  would  get  fluids. "14  Its  finan- 
cial support  has  come  chiefly  from  municipal  officials  and 
distributors  of  TVA  power.  It  came  to  play  an  active  part 
in  arousing  national  attention  to  the  Dixon-Yates  case. 

The  picture  of  ‘TVA-regional  interests  is  rounded  out 
by  the  members  of  Congress  from  the  region.  The  representa- 
tives in  the  House  from  Tennessee,  and  the  senators  from  both 
Tennessee  and  Alabama,  Gore  and  Kefauver  and  Hill  and  Spark- 
man, have  provided  the  nucleus  of  the  relatively  small  group 
in  Congress  which  has  taken  an  active  interest  in  TVA.  One 
is  challenged  to  find  a more  remarkable  example  of  "brain- 
washing" than  that  applied  to  A.  R.  Jones  with  regard  to  TVA 
by  these  Senators  at  the  hearings  on  his  appointment  to  the 
board  of  directors  by  President  Eisenhower  in  1957.15  Jones’ 
frequent  "reconsiderations"  of  his  "previous  day’s  testi- 
mony" bear  witness  to  the  effectiveness  of  the  "brain- 

13lnterview  with  C.  Hewlett  Jackson,  Manager,  Flor- 
ence (Alaoama)  Chamber  of  Commerce,  Florence,  Alabama,  No- 
vember 14 j I960. 

14lnterview  with  C.  L.  Beard,  Mayor,  City  of  Shef- 
field, Alabama,  Sheffield,  Alabama,  November  15,  I960. 

15u.  S.,  Congress,  Senate,  Committee  on  Public  Works, 
Hearings  on  Nomination  of  Arnold  R.  Jones.  g5th  Cong.,  1st 
less. ,195?. 
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washing,”  as  does  his  reported  behavior  during  the  recess  ap- 
pointment. 

Monopoly  responsibilities.  —It  is  necessary  to  under- 
stand the  relationships  between  TVA  and  the  region  discussed 
above  in  order  to  appreciate  the  significance  of  another  ma- 
jor decision  which  TVA  made  soon  after  World  War  II.  As  the 
only  source  of  power  generation  in  the  region  during  World 
War  II,  TVA  was  called  upon  to  supply  electricity  for  alumi- 
num, chemical,  and  other  industrial  production  in  the  region, 
and  for  the  atomic  energy  installations  at  Oak  Ridge,  Tennes- 
see, and  Paducah,  Kentucky.  It  was,  therefore,  in  a position 
to  build  new  dams  and  hydroelectric  plants  as  well  as  to  con- 
struct a steam  plant  at  Watts  Bar.  Between  1939  and  1945, 
its  power  generation  increased  from  2 billion  kilowatt  hours 
to  12  billion. 16  Most  of  this  production  was  still  in  hydro- 
electric power  from  the  great  dams  on  the  river.  By  1950, 
hydro  power  still  accounted  for  90  per  cent  of  the  total  pro- 
duced in  the  system. 

In  this  process  TVA  had  almost  completely  exploited 
the  power  potential  of  the  river.  The  demand  for  power,  how- 
ever, continued  to  rise  after  the  war,  from  the  federal  in- 
stallations in  the  region  as  well  as  from  commercial,  indus- 
trial, and  residential  use.  Further  expansion  would  have  to 
be  in  steam  plants. 

When,  therefore,  shortly  after  World  War  II,  TVA  re- 
quested appropriations  for  building  a steam  plant  at 

l6Tennessee  Valley  Authority,  Facts  About  TVA  Opera- 
tions, 1961,  February,  1961,  p.  13. 
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Johnsonville,  Tennessee,  it  was  pursuing  a decision  to  as- 
sume responsibility  for  all  future  power  needs  in  the  region. 
This  decision  was  significant  not  only  for  the  region  but 
also  for  the  character  of  the  agency  itself.  The  region 
would  be  completely  dependent  on  TVA  for  its  future  develop- 
ment. At  the  same  time,  the  agency  had  committed  its  own 
resources  to  supplying  the  region’s  power  needs.  The  sig- 
nificance of  this  decision  was  not  missed  by  the  public  util- 
ities and  the  opponents  of  public  power  in  Congress,  for  it 
brought  forth  a struggle  of  major  proportions  in  the  legis- 
lative process.  It  was  only  the  personal  influence  of  Presi- 
dent Truman  that  tipped  the  scales  in  favor  of  passage  of  the 
appropriation  measure.  The  first  units  of  the  Johnsonville 
plant  were  started  in  1949.  By  I960,  seven  large  steam 
plants  had  been  built,  some  were  being  enlarged,  and  a new 
one  was  under  construction.  In  that  year,  steam  plants  pro- 
duced about  75  per  cent  of  the  power  generated  by  the  whole 
system. 17  Even  in  1956,  however,  federal  agencies  in  the  re- 
gion, primarily  the  Atomic  Energy  Commission,  used  almost 
one-half  of  the  42.5  billion  kilowatt-hours  of  electricity 
generated  by  TVA.  If  the  agency  was  to  be  the  sole  supplier 
of  future  power  needs  of  the  region  other  than  the  federal 
installations,  then  continued  expansion  became  necessary. 

When  President  Eisenhower  came  into  office  in  1953,  he  was 
faced  with  a budget  from  the  Truman  administration  which  in- 
cluded an  appropriation  request  of  over  $250  million  dollars 


!7ibid 


Ill 


for  TVA  for  the  fiscal  year  1954*^  Included  in  this  re- 
quest was  a #30  million  dollar  item  for  the  construction  of 
a steam  plant  to  be  located  at  Fulton,  Tennessee,  near  Mem- 
phis in  the  western  part  of  the  state.  The  Memphis  area  was 
the  fastest  growing  in  the  state  of  Tennessee.  On  the  basis 
of  estimates  as  to  future  growth,  TVA  would  not  be  able  to 
supply  the  power  demands  of  Memphis  in  the  next  few  years. 

The  TVA  request  was  considered  within  the  framework  of  a new 
power  policy  announced  for  the  Eisenhower  Administration  by 
Secretary  of  the  Interior,  Douglas  McKay. 19  Under  this  pol- 
icy, the  federal  government  would  not  assume  the  primary  re- 
sponsibility for  supplying  the  power  needs  of  an  area.  This 
responsibility,  the  report  said,  should  rest  with  the  people 
locally.  Instead,  the  federal  government  would  encourage 
construction  by  public  or  private  local  interests.  For  its 
existing  power  facilities,  the  government  would  continue  to 
give  first  preference  to  public  agencies  and  cooperatives, 
but  privately-owned  utilities  would  be  given  preference  over 
industrial  users.  Furthermore,  federal  power  agencies  would 
no  longer  be  allowed  to  exercise  control  over  the  resale 
rates  of  public  agencies  and  cooperatives.  In  the  light  of 
this  new  power  policy,  the  Eisenhower  Administration  reduced 
TVA’s  budget  request  by  approximately  $63  million.  The  pro- 
posed Fulton  plant  was  completely  eliminated,  and  other 

^Budget  documents  in  office  of  L.  J.  Van  Mol,  As- 
sistant General  Manager  and  Chief  Budget  Officer,  Tennessee 
Valley  Authority,  Knoxville. 

19u.  S.,  Department  of  Interior,  Annual  Report,  1953, 
pp.  xvii-xix. 
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projects  then  under  construction  were  reduced. 20 

This  action  by  the  Eisenhower  Administration  under 
its  new  power  policy  marked  the  beginning  of  what  was  to  be 
known  as  the  "Dixon-Yates  case.”  Only  some  relevant  facts 
of  the  long  and  involved  history  of  that  case  will  be  dealt 
with  here.  TVA’s  efforts  to  obtain  re-inclusion  of  the  Ful- 
ton request  in  its  budget  failed  in  the  Republican  83rd  Con- 
gress. In  1954 > orders  were  Issued  in  the  President’s  name 
directing  the  Atomic  Energy  Commission  to  enter  into  a con- 
tract with  two  utility  holding  companies,  headed  by  E.  H. 
Dixon  and  E.  A.  Yates.  Under  the  terms  of  the  contract,  the 
AEC  was  to  buy  600,000  kilowatts  of  power  from  a steam  plant 
to  be  built  and  operated  by  the  private  companies  and  then 
put  this  power  into  the  TVA  system  to  replace  power  taken 
out  of  the  system  elsewhere  by  the  AEC.  Although  the  con- 
tract was  defended  by  the  Administration  on  other  grounds, 
there  was  no  doubt  that  it  was  intended  to  curtail  TVA  ex- 
pansion and  to  permit  private  utilities  to  break  into  that 
agency’s  monopoly  in  the  region.  The  contract  was  attacked 
in  Congress  and  by  public  power  groups  generally  on  the 
grounds  that  it  permitted  excessive  profits  to  the  private 
combine  and  because  it  was  forced  on  the  AEC  and  TVA  was  not 
brought  into  the  original  negotiations  on  it.  The  public 
attack  was  sparked  by  Citizens  for  TVA;  in  Congress,  Sena- 
tors Kefauver  and  Hill  pursued  a single-minded  course  in 

20jason  L.  Finkle,  The  President  Makes  a Decision:  A 
Study  of  Dixon-Yates  (University  of  Michigan:  Michigan  Gov- 
ernmental Studies,  lio.  39,  Ann  Arbor,  I960) , p.  48. 


113 

attempting  to  block  the  proposed  contract.  As  a result  of 
these  criticisms,  the  contract  was  then  modified  and  finally- 
adopted  by  the  Joint  Congressional  Committee  on  Atomic  Ener- 
gy, which  divided  on  party  lines.  The  Democrats  won  control 
of  Congress  in  the  1954  elections,  and  a Senate  investiga- 
tion re-opened  the  case.  In  the  course  of  the  investigation 
it  was  revealed  that  a major  role  in  drafting  and  negotiat- 
ing the  contract  had  been  played  by  A.  H.  Wenzel,  a consul- 
tant in  the  Bureau  of  the  Budget  who  was  on  leave  from  the 
First  Boston  Corporation,  which  was  to  handle  the  Dixon-Yates 
bond  issue.  When  the  City  of  Memphis  announced  in  1955  that 
it  would  build  its  own  power  plant,  which  would  relieve  TVA 
of  the  need  to  take  the  Dixon-Yates  power,  the  Eisenhower 
Administration  took  that  opportunity  to  cancel  the  Dixon- 
Yates  contract. 

There  are  several  important  points  about  this  case 
which  are  especially  relevant  to  the  present  analysis.  As 
Jason  Finkle  has  pointed  out  in  his  analysis  of  the  case, 21 
the  idea  of  an  arrangement  "which  would  satisfy  the  TVA’s 
power  requirements  without  construction  of  a TVA  plant  at 
Fulton  owed  its  inspiration  to  TVA  Chairman  Gordon  Clapp." 
Clapp  indicated  to  the  Bureau  of  the  Budget  in  1953  TVA*s 
reluctant  willingness  to  be  relieved  of  part  of  its  power 
responsibility  to  the  AEC  by  private  power,  thereby  permit- 
ting TVA  to  direct  this  power  to  its  non-federal  customers. 

It  was  this  suggestion  which  the  Eisenhower  Administration 


21lbid. . p.  124 
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twisted  into  the  Dixon-Yates  contract. 

Herbert  Vogel,  who  was  appointed  to  the  board  of  TVA 
when  the  President  failed  to  reappoint  Gordon  Clapp  at  the 
expiration  of  the  latter* s term  in  May,  1953 » immediately 
undertook  to  facilitate  the  Administration’s  efforts  to  carry 
on  negotiations  in  the  Dixon-Yates  contract.  He  made  contact 
with  those  in  the  AEC  who  were  attempting  to  expedite  the 
arrangement,  and  then  announced  that  a "meeting  of  minds” 
had  been  reached  on  the  matter.  His  part  in  this  case 
caused  a serious  split  between  him  and  the  other  two  board 
members  who  opposed  the  arrangement.  It  also  led  to  enmity 
between  him  and  Citizens  for  TVA. 22 

For  the  present  analysis,  it  is  especially  worthy  of 
note  that  TVA’s  willingness,  even  though  reluctant,  to  agree 
to  a private  power  arrangement  for  another  federal  agency, 
i.  e. , the  AEC,  in  order  that  it  could  supply  the  needs  of 
other  groups  in  the  region,  would  indicate  that  TVA  con- 
ceived its  primary  responsibility  to  be  to  the  region  rather 
than  to  the  federal  government.  Also,  the  action  of  the 
City  of  Memphis  in  choosing  to  build  its  own  power  plant 
rather  than  accept  power  from  private  utilities  would  indi- 
cate the  extent  to  which  the  region  has  felt  its  more  recent 
past  and  its  future  to  be  tied  to  the  institution  of  public 
power.  In  this  connection  it  seems  significant  that  Memphis 
did  carry  out  its  decision  to  undertake  the  costly  construc- 
tion of  its  own  generating  facilities.  Furthermore,  despite 

22Qased  upon  information  obtained  in  interviews  with 
certain  staff  members  of  TVA  and  representatives  of  other 
organizations  in  the  region. 


115 

later  difficulties  with  TVA  over  the  rates  charged  by  TVA 
for  interim  power  while  the  Memphis  plant  was  under  construc- 
tion, there  appears  still  to  be  a widespread  feeling  in  that 
city  that  TVA  has  been  an  important  factor  in  its  economic 
growth. 23 

In  connection  with  TVA^  steam-plant  operations,  it 
is  significant  that  the  agency  is  now  the  largest  single 
purchaser  of  coal  in  the  United  States. 24  In  the  fiscal 
year  1960,  it  bought  almost  19  million  tons  of  coal  from 
fields  in  Kentucky,  Tennessee,  Illinois,  Virginia,  and  Ala- 
bama. Its  purchases  are  guided  by  a policy  of  "planning  for 
an  adequate  and  low-cost  supply  of  coal  for  the  power  sys- 

I 

tem."25  It  has  taken  the  position  that  its  role  is  not  that 
of  subsidizing  uneconomical  and  marginal  coal  operations. 

In  I960,  it  established  a precedent  by  entering  upon  a long- 
term contract  of  17  years  with  a large  coal  company  in  east- 
ern Kentucky,  which  enabled  the  company  to  design  and  build 
strip-mining  equipment  of  unprecedented  size,  despite  objec- 
tions from  many  sources  to  TVA*s  encouragement  of  strip- 
mining operations.  At  the  same  time,  TVA  has  not  responded 
to  the  pressures  from  state  and  local  agencies  that  it  af- 
ford some  relief  to  a number  of  seriously  depressed  mining 

23These  impressions  are  based  upon  interviews  held 
with  officials  of  the  City  of  Memphis,  Memphis,  Tennessee, 
November,  I960. 

24l’ennessee  Valley  Authority,  Facts  About  TVA  Opera- 
tions. 1961.  February,  1961,  p.  14. 

25This  discussion  on  TVAfs  coal-purchasing  policies 
is  based  on  interviews  held  with  members  of  the  staff  of  the 
Office  of  Power,  Tennessee  Valley  Authority,  Chattanooga, 
November,  I960. 
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areas  in  the  region  by  making  purchases  from  those  small  op- 
erations. 

Self-financing.— Cancellation  of  the  Dixon-Yates  con- 
tract might  have  solved  an  embarrassing  problem  for  the  Eisen- 
hower Administration,  but  it  did  not  solve  TVA’s  problem  of 
how  to  finance  new  construction  which  was  necessary  to  meet 
power  needs  beyond  I960.  Since  1953 » it  had  received  no 
funds  from  Congress  for  new  construction. 26  Corporate  funds 
had  been  turned  to  increasing  the  capacity  of  existing  facil- 
ities to  meet  the  projected  needs  up  to  I960.  In  order  to 
expand  after  that  date,  TVA  would  require  either  new  appro- 
priations from  Congress,  funds  from  the  sale  of  its  own 
bonds,  which  would  have  to  be  serviced  by  the  earnings  of  the 
facilities  which  they  would  finance,  or  authority  to  use 
corporate  funds,  or  power  earnings,  for  new  construction. 

Since  it  had  already  obligated  its  corporate  funds  for  ex- 
pansion of  existing  plants  through  I960 — and  such  funds 
would  be  insufficient  in  any  event— and  since  even  a Demo- 
cratic Congress  had  not  been  willing  to  appropriate  funds 
for  its  expansion,  the  only  alternative  appeared  to  be  the 
issuance  of  its  own  bonds.  A few  statistics  on  TVA’s  finan- 
cial history  will  suggest  the  inevitability  of  this  decision. 
Except  for  the  period  of  steam  plant  expansion  under  the 
Truman  Administration,  at  least  50  per  cent  of  TVA’s  total 
agency  obligations  since  1946,  when  it  had  established  a 

26rfhe  statistics  on  TVA  finances  are  based  on  figures 
in  documents  in  the  office  of  L.  J.  Van  Mol,  Assistant  Gener- 
al Manager  and  Chief  Budget  Officer,  Tennessee  Valley  Author- 
ity, Knoxville. 
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power  monopoly  in  the  region,  had  been  supplied  by  corporate 
funds.  In  1947,  appropriations  from  Congress  accounted  for 
4S.7  Per  cent  of  the  total  obligations;  in  194#,  for  only 
30.9  per  cent;  and  in  1949  for  33*1  per  cent  of  those  obliga- 
tions. By  1956,  new  appropriations  were  supporting  only 
10.1  per  cent  of  the  total  budget  of  the  agency.  Further- 
more, since  194# , under  the  terms  of  the  government  Corpora- 
tions Act  of  that  year,  it  had  been  required  to  make  repay- 
ments into  the  Treasury  for  the  appropriation  investment  in 
the  power  system  from  the  time  the  power  facilities  had  gone 
into  operation. 27 

In  the  period  from  1957  to  1959,  several  bills  were 
introduced  in  Congress  to  provide  authority  for  TVA  to  issue 
power  revenue  bonds  to  finance  new  construction.  2$  The  idea 
of  self-financing  was  undertaken  with  President  Eisenhower’s 
blessing,  although  he  was  not  active  in  support  of  the  meas- 
ure which  was  passed  by  the  Senate  but  failed  in  the  House 
in  1957*  In  the  following  year,  he  urged  Congress  to  enact 
self-financing  legislation  for  TVA.  In  the  legislative 
struggle  which  ensued  over  the  various  measures,  the  major 
issues  revolved  around  the  matter  of  control  over  the  issu- 
ance of  such  bonds  by  the  Treasury  and  the  Bureau  of  the  Bud- 
get, and  some  limitation  on  expansion  by  TVA  beyond  its 

27u.  S.,  Statutes  at  Large,  LXI,  576-577. 

2^The  discussion  of  the  events  leading  up  to  passage 
of  the  "self-financing”  bill  is  based  upon  selected  clippings 
from  various  newspapers  in  the  Technical  Library,  Tennessee 
Valley  Authority,  Knoxville;  and  upon  interviews  with  members 
of  the  staff  of  the  Tennessee  Valley  Authority  in  July  and 
November,  I960. 
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present  service  area.  The  U,  S,  Chamber  of  Commerce  and 
private  utility  groups  made  themselves  heard  frequently  on 
the  latter  issue.  TVA,  of  course,  preferred  none  of  these 
controls,  but  apparently  felt  that  the  "easiest  to  live 
with"  would  be  control  on  area  expansion.  The  differences 
were  not  resolved  until  1959,  when  the  grant  of  authority 
was  signed  into  law  by  President  Eisenhower. 

The  authority  was  granted  in  an  amendment  which  re- 
pealed the  provision  of  the  Independent  Offices  Appropria- 
tion Act  of  194#,  requiring  TVA  to  pay  into  the  Treasury 
over  a forty-year  period  the  amount  of  investment  which  the 
government  had  made  in  the  power  system.  Under  the  amend- 
ment, 29  TVA  is  authorized  to  issue  power  revenue  bonds  up  to 
a maximum  of  <$>750  million  outstanding,  to  be  serviced  from 
power  revenues.  Such  bonds  are  not  to  be  guaranteed  by  the 
United  States.  TVA  is  directed  to  charge  rates  for  power 
sufficient  to  cover  debt  service  on  the  bonds  and  pay  a 
semi-annual  return  to  the  Treasury  on  the  appropriation  in- 
vestment based  on  the  current  interest  rate.  The  agency  is 
also  required  to  repay  to  the  Treasury,  on  a schedule  cover- 
ing up  to  54  years,  $1  billion  of  the  $1.2  billion  of  the 
appropriation  investment  in  the  system.  Mnimum  payments 
are  set  at  $10  million  a year  for  the  first  five  years  be- 
ginning in  1961;  $15  million  a year  for  the  next  five  years; 
and  $20  million  a year  thereafter. 

The  act  also  contains  a geographic  limitation  on  the 

29u.  S.,  Statutes  at  Large.  LXXII,  280. 
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area  within  which  TVA  power  can  be  distributed.  This  provi- 
sion prevents  TVA  from  entering  into  any  contracts  which 
would  make  it  or  its  distributors  a source  of  power  supply 
outside  the  area  for  which  they  were  the  primary  source  of 
supply  in  1957*  The  issuance  of  the  bonds  is  subject  to  ap- 
proval by  the  Secretary  of  the  Treasury  only  as  to  time  of 
issuance  and  maximum  rates  of  interest.  TVA  may  sell  its 
bonds  either  on  competitive  bids  or  by  negotiations. 

Under  this  authority,  TVA  offered  its  first  #50  mil- 
lion bond  issue  for  competitive  bid  in  November,  1960.30  it 
"went  to  the  market"  with  an  "Al+"  rating  from  Standard  and 
Poor, 31  and  a Moody's  rating  of  "Aaa."32  Successful  bidders 
was  a syndicate  of  banks,  which  included  among  others,  Chase 
Manhattan  Bank  of  New  York  and  Morgan  Guaranty  Trust  of  New 
York.  Only  one  Valley  bank  was  included  in  the  successful 
syndicate. 33  It  is  of  more  than  passing  interest  to  note 
that  TVA  hired  as  its  financial  advisers  for  this  issue  the 
firm  of  Lehman  Brothers  of  New  York,  a former  partner  in 
which,  Admiral  Lewis  Strauss,  had  played  such  a major  role 
as  chairman  of  the  Atomic  Energy  Commission  in  negotiating 
the  Dixon-Yates  contract.  Also,  one  of  the  syndicates 

30jv;emphis  Press  Scimitar.  November  15,  I960. 

31Standard  and  Poor's  Corporation,  Standard  3ond  Re- 
ports (New  York,  November  2,  I960),  pp.  1-4. 

32Moody's  Investors  Service,  Moody's  Bond  Survey 
(New  York,  October  31,  I960),  pp.  193-156. 

33Memphis  Press  Scimitar.  November  15,  I960. 
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formed  to  bid  on  the  issue  was  headed  by  the  First  Boston 
Corporation. 34  This  led  Peter  Edson,  the  syndicated  colum- 
nist, to  comment:  "This  new  twist  in  TVA  affairs  recalls  the 
old  political  and  business  adage:  fIf  you  canTt  lick  ’em, 
join  ’em. ’”35 

It  is,  of  course,  impossible  to  assess  the  influence 
of  the  present  chairman  of  the  board,  Herbert  Vogel,  and 
Arnold  Jones,  director,  on  the  decision  to  seek  independence 
from  regular  appropriations  for  new  power  facilities.  Nei- 
ther was  nor  is  now  committed  to  the  general  "philosophy  of 
public  power"  or  to  the  notion  that  TVA’s  function  is  a regu- 
latory one.  Certainly,  both  appear  to  think  that  TVA  has 
now  found  its  proper  place  as  a power  agency.  The  analysis 
which  has  gone  before,  however,  would  indicate  that  the  out- 
come seemed  inevitable  in  view  of  the  role  which  the  agency 
had  assumed,  and  that  their  influences  only  hastened  the  in- 
evitable. 

Thus,  an  agency  responsible  for  a public  power  pro- 
gram made  and  executed  certain  decisions  within  the  frame- 
work of  clear  goals  and  means  set  forth  in  the  law  which  cre- 
ated it.  It  was  conceived  and  established  in  law  as  having 
both  public  ownership  and  regulatory  functions  with  regard 
to  public  power,  and  at  the  same  time  it  was  oriented  to  the 
region  in  which  it  was  to  operate.  It  exercised  its  dis- 
cretion to  carry  out  its  statutory  directives  in  both  respects. 

34ibid. 

35Nashville  Tennessean.  July  14,  I960. 
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Whatever  the  ultimate  significance  of  self-financing,  the 
decision  in  that  regard  was  taken  within  the  framework  of 
the  goals  explicit  or  implicit  in  the  statutory  directives. 
And  whatever  effect  this  might  have  on  the  other  goals  of 
the  agency  or  on  the  solution  to  national  problems,  it  does 
not  represent  perversion  of  the  goals  by  administrators  of 
the  agency,  as  those  goals  were  set  forth  in  law. 

Effect  on  Other  Parts  of  Program 
The  present  analysis  has  proceeded  as  if  TVA’s  only 
responsibility  had  been  to  conduct  a public  power  program. 

As  noted  earlier  in  this  study,  however,  the  agency  was  giv- 
en responsibility  for  navigation  and  flood  control,  a chemi- 
cal and  fertilizer  program,  and  for  some  vaguely-defined 
activities  looking  toward  the  planned  development  of  the  re- 
gion. The  previous  chapter  has  dealt  with  its  fertilizer 
research  and  development  program.  The  agency’s  remarkable 
achievements  in  carrying  out  its  navigation  and  flood  con- 
trol responsibilities  are  too  well  known  to  require  detailed 
elaboration  here.  Control  of  the  river  through  the  TVA  sys- 
tem of  31  major  dams  and  reservoirs  on  the  main  river  and 
tributaries  has  been  so  effective  that  there  has  been  no 
serious  damage  from  flood  since  the  dams  were  completed. 
Furthermore,  this  system’s  operations  have  effected  a marked 
reduction  of  flood  damage  in  the  lower  Ohio  and  Mississippi 
Rivers.  In  carrying  out  its  responsibility  to  provide  a 
navigable  channel  in  the  Tennessee  River,  TVA  has  developed 
a 630-mile  channel  and  almost  300  miles  of  subsidiary 
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channels  on  the  tributary  rivers.  This  has  linked  the  re- 
gion with  the  9i OOO-mile  inland  waterway  system  connecting 
20  states  and  their  industrial  and  trade  areas.  In  1933 » 
traffic  on  the  Tennessee  River  was  33  million  ton-miles  and 
consisted  mostly  of  local  movements  of  3and  and  gravel.  To- 
day it  is  more  than  2 billion  ton-miles  a year. 36  Also, 
since  1933 » private  industry  has  invested  #772  million  in 
approximately  140  waterfront  plants  and  terminals  along  the 
river. 37 

TVA’s  work  in  forestry  was  made  a concern  of  the 
agency  from  the  beginning,  and  its  achievements  in  this  field 
are  considerable,  in  bringing  about  more  effective  fire  pre- 
vention in  the  region,  in  improving  forest  management,  in 
supplying  seedlings  for  reforestation,  and  in  conducting  a 
continuous  forest  inventory  through  the  years.  Because  the 

i 

act  did  not  provide  direct  authority  in  this  field,  however, 
the  agency  had  no  powers  to  act  directly  in  a program  of 
public  land  acquisition  and  ownership.  Land  acquisition  and 
disposal,  of  necessity,  had  to  be  conducted  in  connection 
with  specific  functions  of  providing  navigation,  flood  con- 
trol, and  power.  Similarly,  with  agricultural  activities 
the  work  had  to  be  related  to  the  fertilizer  program.  Also, 
although  recreation  facilities  on  TVA’s  lakes  and  shorelines 
have  become  a major  asset  to  the  region,  recreational  pro- 
grams were  not  provided  for  in  the  law  and  must  therefore  be 

36Tennessee  Valley  Authority,  Facts  About  TVA  Opera- 
tions. 1961.  pp.  18-19. 
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a by-product  of  the  programs  built  around  control  of  the  riv- 
er. As  a result  of  this  situation,  it  seems  inevitable  that 
these  programs  would  be  dominated  by  considerations  of  poli- 
cy with  regard  to  the  major  and  legally  supported  functions 
of  the  agency.  In  the  present  chapter  the  analysis  of  the 
development  of  the  power  program  has  attempted  to  show  that 

that  program  early  acquired  dominance  in  shaping  the  charac- 

> 

ter  of  the  agency  and  that  such  dominance  was  a result  of  a 
situation  in  which  the  legal  framework  set  the  course  of  de- 
velopments almost  from  the  beginning.  The  effect  of  this 
dominance  on  the  scope  of  these  "resource-based"  programs  is 
apparent  from  the  fact  that  even  in  their  peak  year  of  1947, 
these  activities  accounted  for  no  more  than  10  per  cent  of 
the  agency's  total  budgeted  obligations. 3#  Since  that  year 
there  has  been  a steady  decline.  In  1953  they  represented 
less  than  2 per  cent  of  the  total  budgeted  expenditures,  and 
have  continued  to  decline  each  year  from  that  point. 

In  terms  of  content  of  these  programs,  it  is  not  even 
necessary  to  relate  them  to  considerations  of  power  program 
needs,  for  large  acquisitions  of  land  for  forest  reserves  or 
for  recreational  purposes  were  not  authorized  in  the  law. 

The  failure  of  the  law  to  support  activities  which  have  so- 
cial value  may  be  regrettable.  Administrators  in  a democra- 
cy, however,  cannot  be  held  responsible  for  such  failures. 

In  summary,  there  are  three  major  results  one  may 

3#Based  upon  data  in  budget  documents  in  the  office 
of  L.  J.  Van  Mol,  Assistant  General  Manager  and  Chief  Budget 
Officer,  Tennessee  Valley  Authority,  Knoxville. 
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discern  from  TVA  policies  pursued  with  respect  to  the  power 
program  over  the  years.  The  first  of  these  is  the  primary 
emphasis  given  to  the  public  power  program  of  TVA  by  both  the 
Act  of  1933  and  the  decisions  of  the  board.  Other  aspects 
of  TVA  program  fell  more  and  more  into  a subordinate  posi- 
tion because  of  the  firm  administrative  adherence  which  the 
board  gave  to  the  primacy  established  by  law.  The  second 
result,  equally  important,  is  that  TVA  power  policies  from 
the  first  decision  in  1933 » with  respect  to  high  dams  in 
preference  to  low  ones;  the  obtaining  of  a monopoly  of  power 
generation  within  the  region;  a confinement  to  wholesaling 
of  power;  "in  lieu"  payments  to  state  and  local  governments; 
increasing  emphasis  on  steam  as  a power  source;  and,  finally, 
self -financing— all  had  the  economic  and  political  effects 
of  tying  the  Tennessee  Valley  region  to  the  agency.  The  re- 
gion responded  by  political  group  activity  to  defend  the 
power  program,  especially  during  the  Elsenhower  Administra- 
tion. At  the  same  time,  TVA  by  its  power  decisions  cut  it- 
self off  more  and  more  from  national  interests  and  national- 
ly-oriented agencies.  Finally,  other  activities  not  direct- 
ly authorized  by  law,  such  as  forestry,  land  utilization, 
agricultural  activities,  and  recreation  have  inevitably  be- 
come more  and  more  peripheral  as  a result  of  emphasis  on 
power,  and  their  marginal  nature  has  shown  up  in  a drastic 
decline  in  the  proportion  of  agency  budget  devoted  to  them, 
especially  since  the  date  of  the  Johnsonville  steam  plant 
decision.  Essentially,  the  developments  just  summarized  are 
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the  result  of  legal  authorization  and  the  responsibility  ex- 
ercised by  administrators  in  executing  those  legal  duties. 


CHAPTER  VII 


INTERPRETATION  AND  IMPLICATIONS 

Interpretation  of  the  Analyses 
The  present  study  has  had  a two-fold  purpose.  Its 
primary  purpose  has  been  to  interpret  the  history  of  TVA  for 
its  meaning  in  understanding  the  political  and  administrative 
process.  At  the  same  time,  it  has  attempted  to  show  how  the 
student  of  political  science  can  use  the  tools  and  findings 
of  other  disciplines,  but  that  he  must  recognize  the  values 
and  limitations  of  those  tools  if  he  is  to  interpret  the 
phenomena  according  to  what  he  considers  significant  as  a po- 
litical scientist— the  authoritative  allocation  of  values  in 
a society. 

It  has  first  examined  the  methodology  and  findings 
of  Philip  Selznick  in  his  study  of  TVA,  to  show  what  he  was 
interested  in  explaining  and  how,  as  a sociologist,  he  set 
out  to  do  it.  It  has  been  argued  that,  as  a sociologist, 
Selznick  was  concerned  with  social  behavior  in  general  and 
especially  behavior  in  all  kinds  of  bureaucratic  structures, 
including  government.  He  was  concerned  with  all  of  the  ways 
in  which  values  are  allocated.  Furthermore,  his  approach 
was  dictated  by  his  "natural-system"  model  which  stressed 
the  irrational  in  human  behavior.  He  sought  to  support  the 

126 


127 

thesis  that,  because  of  the  necessity  to  allow  discretion  in 
execution  of  policy,  the  behavior  of  bureaucratic  organiza- 
tions would  tend  to  be  determined  by  the  needs  of  the  organi- 
zation to  survive  in  its  environment  and  to  maintain  a set 
of  complex  personal  relationships  within  it,  rather  than  by 
the  formal  goals  of  those  who  initiated  the  organization, 
and  that  this  was  the  major  dilemma  of  democratic  government. 

It  has  been  shown  that  this  approach  led  him,  when 
he  came  to  examine  TVA,  to  so  define  the  goals  and  policies 
which  were  expressed  in  the  creation  of  TVA  that  any  changes 
in  them  could  be  ascribed  to  "irrational”  bureaucratic  be- 
havior, and  to  identify  as  controlling  in  the  political  situ- 
ation those  imperatives  which  could  be  explained  in  terms  of 
that  behavior  rather  than  rational  decision-making.  This 
led  him  to  ignore  the  legal  aspects  of  the  situation,  and  in 
so  doing  he  ignored  the  real  problem  of  democracy— the 
necessity  to  make  the  basic  allocation  of  authoritative  val- 
ues in  the  representative  process,  both  with  regard  to  the 
ends  for  which  they  are  allocated  and  the  means  by  which 
that  allocation  is  to  be  executed  in  the  administrative  pro- 
cess. Instead,  he  defined  the  policy  situation  when  TVA  was 
created  as  the  policy  which  existed  in  the  minds  of  some  of 
its  creators  rather  than  as  the  policy  which  was  expressed 
in  statutes.  When,  therefore,  he  observed  that  TVA  was  not 
pursuing  the  goals  which  he  had  described  it  as  having  had, 
he  could  conclude  then  that  the  goals  of  the  TVA  administra- 
tors were  substituted  for  those  of  the  creators  of  the 


agency 


128 


An  analysis  of  TVA  experience  has  then  been  offered 
from  the  perspective  of  the  student  of  the  political  and  ad- 
ministrative process.  In  making  that  analysis,  administra- 
tive behavior  has  been  conceived  as  having  both  ’’rational'’ 
and  ’’irrational"  aspects,  which  recognizes  that  government 
bureaucracies  must  operate  within  the  framework  of  the  law, 
as  well  as  within  the  framework  of  their  own  social  struc- 
tures of  human  beings  with  their  own  needs  and  drives. 

A re-examination  has  been  made  of  the  process  out  of 
which  TVA  emerged  and  in  which  it  took  shape  in  the  first  few 
years  as  an  agency  with  an  identifiable  set  of  programs;  and 
a situation  different  from  that  described  by  Selznick  has 
been  found.  When  certain  aspects  of  the  agency’s  behavior 
were  examined  from  this  redefined  situation,  it  has  been 
possible  to  reach  different  conclusions  from  those  of  Selz- 
nick as  to  the  central  problem  of  democracy  and  bureaucratic 
responsibility  or  irresponsibility.  It  has  been  argued  that  v 
the  creation  of  TVA  reflected  an  intent  to  accomplish  a num- 
ber of  purposes:  to  provide  for  a government  corporation  to 
own  and  operate  the  Muscle  Shoals  properties;  to  create  a 
power  agency  both  for  public  ownership  and  regulatory  pur- 
poses; to  establish  a fertilizer  program,  without,  however, 
resolving  the  major  issues  as  to  what  that  program  was  to  ac- 
complish; to  provide  for  regional  ’’planning"  infused  with 
some  "conservation  philosophy"  but  dictated  by  needs  to  re- 
lieve a particularly  depressed  area  in  a period  of  general 
economic  depression;  and  to  provide  for  navigation  and  flood 
control  on  the  river  and  its  tributaries. 
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The  law  which  created  TVA  reflected  a compromise  of 
these  purposes.  It  established  a strong  power  program,  but 
one  oriented  to  the  region.  It  provided  for  a fertilizer 
program  presumably  national  in  scope,  but  left  to  the  discre- 
tion of  those  who  were  to  administer  the  program  the  resolu- 
tion of  all  of  the  major  issues  which  could  make  such  program 
effective.  The  so-called  planning  for  development  of  the  re- 
gion was  based  on  indirect  authority  and  vague  powers,  with 
the  effect  that  what  was  done  in  this  respect  would  have  to 
be  done  in  connection  with  the  major  and  specific  functions 
of  power,  navigation  and  flood  control,  and  a fertilizer 
program.  Furthermore,  the  agency  was  given  some  discretion 
in  its  corporate  form,  but  was  required  to  seek  regular  ap- 
propriations for  its  programs,  and  was  thereby  subjected  to 
regular  pressures  from  the  many  and  varied  contending  forces 
which  would  be  affected  by  its  programs. 

Two  of  the  major  programs  have  been  examined — power 
and  fertilizer— the  former  with  clear  goals  and  means,  and 
the  latter  with  unclear  ones  and  with  discretion  on  vital 
issues.  They  were  analyzed  to  show  how  this  policy  situation 
in  each  case  affected  the  way  the  agency  made  and  executed 
certain  key  policy  decisions  through  the  years  and  how  these 
decisions  affected  not  only  the  program  themselves  but  the 
character  of  the  agency.  The  law  left  to  the  discretion  of 
the  agency  the  major  issues  as  to  what  type  of  fertilizer 
the  program  should  be  built  around,  whether  it  could  achieve 
its  purposes  best  through  experimentation  and/or  competitive 
commercial  production,  the  channels  through  which  it  should 


130 

carry  out  its  program  and  reach  the  public,  and  the  economic 
criteria  which  should  be  used  in  disposing  of  its  products. 
All  of  these  were  major  areas  of  decision  which  involved  a 
number  of  competing  national  and  regional  constitutencies 
and  which,  when  left  to  the  discretion  of  the  administrators, 
would  cause  them  to  apply  considerations  of  administrative 
expediency  in  the  operation  of  the  total  program  of  the  agen- 
cy. Furthermore,  Congress  never  resolved  the  problem  of 
whether  the  fertilizer  program  should  be  self-supporting. 
Because  the  power  program  was  regionally  oriented  and  clearly 
directed  as  to  ends  and  means,  and  because  it  was  necessary 
to  relate  the  agricultural  program  to  the  specific  functions, 
agriculture  was  tied  in  with  the  fertilizer  program.  But 
agriculture  was  naturally  dominated  by  a regional  outlook, 
and  when  over-all  agency  considerations  led  the  agency  to  de- 
cide to  work  through  local  institutions,  the  absence  of  na- 
tional  directives  in  the  law  for  the  fertilizer  program  made 
it  regional  in  scope.  This  led  to  certain  decisions  in  fer- 
tilizer policy  which  reduced  its  effectiveness  in  achieving 
the  theoretical  goals  of  a national  fertilizer  policy.  When 
an  attempt  was  made  to  overcome  this  regional  scope  in  the 
fertilizer  program,  it  came  into  conflict  not  only  with  re- 
gional interests  but  also  with  national  interests.  Without 
clear  directives  in  the  law  on  which  it  could  defend  a pro- 
gram in  seeking  congressional  appropriations  and  against  the 
attacks  of  regional  and  national  interests,  and  in  an  agency 
dominated  by  a controversial  power  program,  fertilizer  poli- 
cy has  been  subordinated  to  considerations  other  than  those 
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which  would  carry  out  an  effective  national  fertilizer  poli- 
cy. In  this  respect,  however,  it  is  no  different  position  , 
from  that  of  other  national  agencies  who  have  fertilizer 
programs,  for  all  must  rely  on  local  channels  to  reach  farm- 
ers. The  issues  involved  in  a national  fertilizer  policy 
have  never  been  settled  in  the  representative  process. 

In  this  regard  the  analysis  has  differed  from  that 
of  Selznick,  for  he  assumed  clear  goals  for  the  fertilizer 
program  plus  discretion  on  the  part  of  the  administrators,  a 
discretion  which,  he  argued,  led  them  to  make  decisions  which 
eventually  led  to  perversion  of  the  national  goals  of  the 
fertilizer  program. 

The  analysis  has  then  tried  to  show  that  the  issue 
of  public  power  was  dominant  throughout  the  history  of  TVA. 
The  initiators  of  the  agency  had  intended  to  set  up  a pro- 
gram of  public-power  ownership  which  would  also  serve  a regu- 
latory effect  on  private  utilities.  This  was  reflected  in 
the  authority  given  in  the  law  to  the  agency.  The  law  also 
established  in  the  power  program  relationships  with  the  re- 
gion which  would  create  interdependence  between  the  agency 
and  the  region.  When  the  agency  sought  to  retain  some  inde- 
pendence in  this  regard  by  buying  distributing  facilities, 
Congress  refused  this  authority  and  directed  that  it  be  done 
in  cooperation  with  regional  agencies  and  cooperatives.  The 
agency  carried  out  this  directive  in  confining  itself  to  the 
wholesaling  of  power  and  in  so  doing  further  strengthened 
the  relationship  between  itself  and  the  region.  The  region 
identified  its  improved  economic  position  with  the  presence 
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of  TVA,  and  the  agency  in  turn  depended  on  the  region  for 
support  in  making  the  program  effective  and  protecting  it 
against  national  attacks,  especially  in  the  process  of  seek- 
ing appropriations.  After  the  passing  of  the  New  Deal  from 
the  political  scene,  the  action  of  Congress  with  regard  to 
TVA  began  to  foretell  a changed  attitude  on  the  part  of  the 
federal  government  in  the  matter  of  public  power.  When  a 
new  administration  in  national  government  attempted  to  take 
action  to  indirectly  implement  a new  statement  of  national 
policy  with  regard  to  the  public  ownership  of  power  and  also 
with  regard  to  regulation  of  utilities  in  the  form  of  the 
"yardstick,"  the  agency  and  the  region  sought  to  resist  such 
change  and  succeeded  for  a time  in  doing  so.  The  agency  had 
been  willing  to  accept  some  change  in  national  policy  but  not 
that  which  would  negate  by  Indirection  its  originally  deter- 
mined goals. 

In  all  this  process,  national  policy  had  been  chang- 
ing but  was  not  reflected  in  law.  The  agency  was  still  pur- 
suing its  directives  under  law.  The  resolution  of  the  prob- 
lem was  to  allow  the  agency  to  retain  its  program,  but  with- 
in the  framework  of  regional  interests  and  control.  Through 
the  act  of  allowing  TVA  to  provide  new  power  facilities  by 
self-financing,  Congress  gave  up  effective  control  over  that 
agency’s  program.  Thus  a national  issue  was  settled  in  the 
administrative  process. 

Throughout  this  whole  process,  the  other  programs  of 
resource  development,  such  as  forestry  and  recreation,  were 
dominated  by  major  considerations  of  the  power  program, 
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because  they  had  no  basis  in  direct  legal  authority. 

Implications  of  the  Study  for  Theory  of 
Administration  in  a Democracy 

In  the  light  of  the  foregoing  interpretation  of  the 
two  programs  analyzed  in  this  study,  certain  conclusions  can 
be  offered  for  relating  the  realities  of  human  behavior  in 
administration  to  the  demands  of  democratic  government: 

1.  Democracy  assumes  that  forces  in  the  environment 
shall  have  free  play  in  seeking  to  shape  the  course  of  policy 
in  both  the  representative  and  the  administrative  process. 

This  means  that  the  process  is  "ongoing”  and  not  "static." 

It  means  that  the  formal  statement  of  policy  in  law  is  the 
product  of  interaction  of  various  contending  forces  seeking 
to  influence  the  content  of  the  law.  It  also  means  that  pol- 
icy is  effectively  shaped  in  the  process  of  administration. 

2.  But  democracy  also  assumes  that  the  basic  allo- 
cation of  values  among  the  contending  forces  shall  be  estab- 
lished in  the  representative  process  and  shall  not  be  modi- 
fied by  the  administrative  process.  In  order  to  insure  this, 
democratic  government  requires  that  the  execution  of  policy 
be  based  upon  a rational  system  which  relates  means  to  ends. 

3.  Administrative  behavior,  however,  is  determined 
by  both  "rational"  and  "irrational"  needs.  Government  agen- 
cies are  rational  in  the  sense  that  they  must  and  do  operate 
within  the  framework  of  the  law  and  their  decisions  and  be- 
havior are  shaped  and  limited  by  this  framework.  Like  any 
formal  organization,  however,  they  have  purely  "organizational" 
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needs,  including  the  needs  to  survive  in  their  environments. 

4.  The  only  way,  therefore,  to  insure  that  the  ra- 
tional process  will  prevail  in  democratic  administration  is 
to  define  clearly  in  the  representative  process  the  ends 
which  are  to  be  achieved  by  policy  and  the  means  by  which 
those  ends  can  be  achieved.  This  requires  both  a limitation 
on  the  area  of  discretion  in  which  administrators  can  make 
substantive  decisions  which  affect  groups  in  their  environ- 
ment as  well  as  the  means  by  which  they  can  execute  decisions. 
Only  then  do  we  have  criteria  for  determining  the  responsi- 
bility or  irresponsibility  of  administrative  behavior,  that 
is,  whether  or  not  it  has  modified  the  basic  allocation  of 
values  set  forth  in  the  representative  process. 

5.  Because  of  the  very  nature  of  the  representative 
process,  however,  in  actual  practice  the  statement  of  policy 
frequently  represents  a compromise  of  contending  views  in 
which  neither  the  ends  of  policy  nor  the  means  of  execution 
are  clearly  defined,  whether  because  they  are  not  understood 
or  because  they  are  deliberately  obscured,  or  both.  Further- 
more, because  the  policy  process  is  not  static,  even  in  its 
representative  stages,  authoritative  ends  are  subject  to 
change.  In  either  case,  the  ends  and/or  means  will  be  sup- 
plied in  the  process  of  administration,  and  they  are  likely 
then  to  be  determined  directly  by  the  dominant  forces  in  the 
environment.  The  administrator  will,  therefore,  fill  the 
void  with  the  goals  of  the  dominant  forces  which  can  give 
purpose  and  meaning  to  policy.  This  process  may  or  may  not 
result  in  ends  at  variance  with  those  originally  set  forth 
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in  the  representative  process.  Furthermore,  it  may  result 
in  a workable  solution  to  problems  which  cannot  be  settled 
by  national  consensus.  In  any  event,  however,  the  matter  of 
administrative  responsibility  in  a democracy  cannot  be  con- 
sidered apart  from  the  realities  of  the  operation  of  this 
whole  process. 

Implications  of  the  Study  for 
Research  in  Social  Sciences 
The  present  study  was  undertaken  on  the  assumption 
that  the  political  scientist  is  also  a social  scientist,  and 
as  such  has  a commitment  to  and  belief  in  the  possibility  of 
eventually  finding  a science  of  society  in  general.  It  was 
also  based  on  the  assumption  that  the  political  scientist, 
as  David  Easton  has  pointed  out,  believes  that  there  is  such 
a thing  as  a political  system  which  is  concerned  with  the 
authoritative  allocation  of  values  for  a society.  Regardless 
of  whether  he  feels  the  broader  commitment,  the  political 
scientist  must  draw  heavily  upon  the  concepts  and  findings 
of  other  disciplines  in  the  social  sciences  such  as  sociol- 
ogy, which  are  more  advanced  methodologically.  Each  can 
gain  from  the  insights  of  the  other. 

There  is,  however,  a danger  in  accepting  an  explana- 
tion for  the  way  the  political  process  works  as  explained  by 
other  social  scientists,  and  especially  is  this  so  in  the 
case  of  explanations  offered  by  sociologists,  who  frequently 
focus  their  attention  on  political  structures.  The  sociol- 
ogist and  the  political  scientist  are  interested  in  different 


136 

aspects  of  the  social  system.  Selznick’s  study  of  TVA  pro- 
vides a good  example  of  this  problem.  He  used  TVA  to  examine 
and  develop  his  theory  of  organization.  In  the  process  he 
not  only  told  us  something  very  valuable  about  social  organi- 
zations in  general,  but  also  about  TVA  as  an  agency  of  the 
federal  government  and  as  an  example  of  social  policy  in  ad- 
ministration. But  as  a sociologist  he  was  looking  at  only 
one  aspect  of  administration  and  politics,  and  only  one  as- 
pect of  TVA.  From  looking  at  that  aspect  he  then  made  judg- 
ments not  only  about  the  substance  of  social  policy  but  also 
about  the  process  of  making  and  executing  that  policy.  Po- 
litical scientists  have  rightly  praised  the  value  of  Selz- 
nick’s study  for  increasing  our  understanding  of  administra- 
tion, but  they  have  accepted  uncritically  his  interpretation 
of  the  origins  of  that  policy,  the  process  involved  in  the 
making  of  it,  and  the  consequences  of  it  as  the  significant 
interpretation  of  the  process  of  administration  involved  in 
TVA's  history  as  of  that  date.  They  would,  no  doubt,  inter- 
pret the  subsequent  history  of  the  agency  in  the  same  way, 
offering  the  same  explanations  for  its  current  position.  As 
a matter  of  fact,  it  is  possible  to  apply  Selznick’s  mode  of 
analysis  to  the  subsequent  history  of  TVA  and  reach  much  the 
same  conclusions  that  he  did  with  regard  to  the  character  of 
the  agency,  if  we  accept  his  basic  assumptions.  It  was  one 
of  the  purposes  of  this  present  study,  however,  to  show  that 
Selznick’s  analysis  omitted  a significant  set  of  elements — 
the  legal  foundations  and  framework  for  administration — in 
the  total  political  process  and  that  the  reason  for  this  is 


137 

that  as  a sociologist  he  was  using  his  own  peculiar  set  of 
substantive  and  methodological  concepts  and  assumptions  to 
examine  the  data.  As  a result,  he  has  misinterpreted  what  he 
deems  to  be  the  central  problem  of  democracy. 

In  a democratic  polity  the  legal  framework--constitu- 
tions,  basic  statutes,  court  decisions,  and  executive  direc- 
tives— must  be  considered  in  any  analysis  or  "explanation" 
of  administration.  This  is  frequently  forgotten  or  over- 
looked by  social  scientists  not  trained  in  political  science, 
in  their  analyses  or  descriptions  of  administrative  decisions 
or  activities.  However,  it  is  within  the  outer  restraints 
and  authorizations  provided  by  the  legal  framework  for  ad- 
ministration that  administrative  behavior  takes  place.  An 
institutional  framework  is  provided  by  the  law  as  an  arena 
for  political  struggles  over  program  and  agency  survival, 
and  in  turn  these  subsequently  shape  the  law,  especially  the 
later  interpretation  of  the  law.  But  the  law  is  anterior  to 
administration  in  this  country,  and  we  can  provide  only  an 
incomplete  and  dwarfed  analysis  when  we  forget  this  legal 
background. 

Implications  of  TVA  Experience 
for  National  Policy 

When  we  recognize  that  less  than  5 per  cent  of  TVA’s 
total  obligations  for  1961  will  be  financed  by  congressional 
appropriations,  can  we  continue  to  speak  of  TVA  as  a "public" 
agency  in  the  sense  that  its  programs  and  general  policies 
are  set  forth  in  public  law  and  can  be  changed  by 
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congressional  action  in  terms  of  actual  changes  in  the  law 
and/or  by  appropriations  or  lack  of  appropriations?  Although 
the  federal  government  still  owns  the  property  of  TVA,  that 
agency  is  repaying  the  federal  government  for  the  latter’s 
investment  in  the  power  program — both  the  principal  and  the 
interest.  What  happens  when  that  investment  is  paid  off? 

Can  it  really  be  said  that  the  federal  government  has  any 
control  over  the  power  program  now?  Congress  and  the  Execu- 
tive traded  control  over  the  power  program  by  the  Treasury 
and  the  Bureau  of  the  Budget  for  a limitation  on  the  service 
area.  But  this  certainly  was  no  real  trade  at  all  from  the 
point  of  view  of  the  government,  for  in  doing  so  Congress 
gave  up  federal  control  and  turned  it  over  to  regional  con- 
trol. Furthermore,  there  is  a certain  irony  in  that  fact 
that  very  little  was  had  by  this  trade  from  the  point  of  view 
of  those  who  opposed  public  power,  for  TVA  has  remained  with- 
in the  confines  of  one  boundary  for  a number  of  years. 

Congress,  of  course,  still  has  power  to  approve  or 
disapprove  TVA’s  corporate  budget  and  the  issuance  of  bonds, 
but  it  hardly  seems  likely  that  it  would  attempt  any  inter- 
ference when  that  budget  provides  for  payments  of  principal 
and  interest  to  the  federal  government  without  any  substantial 
appropriations  from  that  government. 

Also,  what  of  the  other  programs  carried  on  by  TVA — 
fertilizer  research  and  development,  forestry,  etc. — those 
which  are  in  whole  or  part  financed  by  congressional  appro- 
priations? It  has  been  reported  that  recently  a representa- 
tive of  the  Bureau  of  the  Budget  spoke  to  officials  of  TVA 
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about  the  possibility  of  making  the  entire  program  of  activ- 
ities self-sustaining,  and  that  the  suggestion  did  not  meet 
with  a unanimously  cold  response  among  TV A officials. 

There  is,  however,  another  side  to  the  coin.  Self- 
financing might  represent  a new  approach  to  the  solution  of 
some  difficult  problems  in  democratic  government.  If  it  is 
impossible  to  reach  national  consensus  on  the  issue  of  pub- 
lic power  and  the  regulation  of  private  utilities,  does  not 
the  experience  of  TV A offer  a workable  solution?  If  such  an 
issue  can  be  settled  on  less  than  a national  scope,  has  demo- 
cratic government  been  negated?  It  can  well  be  argued  that 
if  democratic  government  is  to  survive,  it  must  become  more 
flexible  in  its  approaches  to  the  solution  of  human  problems 
and  vital  issues.  Whether  or  not  the  TVA  experience  has  of- 
fered such  a solution  depends  to  a great  extent  upon  the 
meaning  of  financial  support  from  national  banking  interests. 
It  is  perhaps  too  early  therefore  to  speculate  as  to  whether 
the  Muscle  Shoals  problem  might  have  come  full  cycle — whether 
the  issue  of  public  vs.  private  power  in  the  matter  of  Muscle 
Shoals  is  not  back  where  it  began. 

Through  all  this  experience  there  runs  a certain  note 
of  tragedy— ref lected  in  Selznick’s  disillusionment  with  the 
behavior  of  TVA— in  the  false  hopes  that  were  raised  by  the 
creation  of  TVA  in  those  both  within  and  outside  the  agency, 
who  conceived  of  it  as  a vehicle  through  which  great  social 
change  could  be  made  in  the  way  of  life  of  a large  group  of 
people.  There  was  an  implicit  recognition  of  this  in  Selz- 
nick’s study,  but  he,  like  so  many  others,  failed  to  come  to 


140 

grips  with  the  real  problem  involved.  It  is  impossible  to 
use  for  the  achievement  of  planning  in  the  broad  gamut  of  so- 
cial and  economic  change  a device  for  which  the  objectives 
of  planners  are  secondary  or  tertiary  to  the  main  purposes 
for  which  the  device  was  created. 
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